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Audit  Number  99072 


Edward  Harrington,  Controller 
City  and  County  of  San  Francisco 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

The  Controller's  Audits  Division  (division)  presents  its  annual  report  summarizing  the 
accomplishments  of  the  division  during  fiscal  year  1999-00.  The  report  highlights  some  of 
the  more  significant  audit  reports  issued  during  this  period,  and  lists  all  the  audit  reports 
issued  during  the  year. 

The  division  issued  a  total  of  86  reports  during  the  year.  The  division  completed  41 
financial  audits,  including  audits  of  the  Office  of  the  Treasurer/Tax  Collector,  revolving 
funds,  and  special  funds.  In  addition,  the  division  also  completed  performance  audits  of  the 
Commission  on  the  Status  of  Women,  the  Office  of  the  Sheriff,  and  the  Marina  Yacht 
Harbor.  The  division  also  completed  34  concession  audits  for  the  Airport  Commission, 
Parking  and  Traffic  Commission,  Port  Commission,  and  the  Recreation  and  Park 
Commission.  The  division  audited  more  than  $132  million  in  fees  paid  to  these  agencies, 
and  because  tenants  realize  that  they  are  subject  to  audit  by  the  City  and  County  of  San 
Francisco,  the  majority  of  the  tenants  correctly  paid  their  rents.  However,  in  its  audits,  the 
division  identified  more  than  $183,000  in  additional  fees  due  from  tenants,  while 
identifying  $129,000  in  fees  overpaid  by  tenants. 

The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion.  The 
division  issued  93  audit  reports  in  fiscal  year  1997-98,  and  97  audit  reports  in  fiscal  year 
1998-99. 


Respectfully  submitted, 


NORIAKI HIRASUNA 
Director 


cc:  Audit  and  Government  Efficiency  Committee 
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ANNUAL  REPORT  FOR  FISCAL  YEAR  1999-00 


The  Controller's  Audits  Division  (division)  in  its  audit  plan  for  fiscal  year  1999-00  identified 
a  number  of  audits  that  it  planned  to  include  as  part  of  its  audit  program  in  the  financial, 
performance,  and  concession  audit  areas.  For  example,  the  division  identified  audits  of  the 
Office  of  the  Treasurer/Tax  Collector,  special  and  revolving  fund  audits,  and  performance 
audits.  In  addition,  the  division  also  received  a  number  of  allegations  concerning  improper 
activities  on  the  part  of  city  employees.  Table  1  presents  the  number  of  audit  reports  issued 
in  each  of  the  division's  major  audit  areas  and  the  number  of  audits  it  had  in  progress  as  of 
July  1,  2000. 

The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion.  In 
fiscal  year  1997-98,  the  division  issued  93  audit  reports.  In  fiscal  year  1998-99,  the  division 
issued  97  audit  reports.  In  fiscal  year  1999-00,  the  division  issued  86  audit  reports. 


Audit  Reports  Issued  in  Fiscal  Year  1999-00 


Audits 

Audits 

Reports  Issued 

Audits 

in  Progress 

Planned  for 

as  of 

in  Progress 

as  of 

Fiscal  Year 

Total 

6/30/00 

as  of 

6/30/99 

1999-00 

6/30/00 

Financial 

19 

34 

53 

41 

12 

Performance 

4 

2 

6 

3 

3 

Other 

5 

2 

7 

5 

2 

Public  Health 

1 

3 

4 

3 

1 

Airport 

6 

16 

22- 

20 

2 

Parking  and  Traffic 

2 

3 

5 

1 

4 

Port 

3 

7 

10 

10 

0 

Recreation  and  Park 

0 

3 

3 

3 

0 

Totals 

40 

70 

110 

86 

24 
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AUDIT  HIGHLIGHTS 


The  division's  reports  addressed  a  wide  range  of  issues  important  to  City  officials  and 
managers.  The  reports  contained  recommendations  that  provided  management  with  a  basis 
for  improving  operations,  and  developing  more  effective  and  efficient  operations. 

Financial 

The  division  completed  41  financial  audits,  including  audits  of  the  Office  of  the 
Treasurer/Tax  Collector,  revolving  funds,  and  special  funds. 

Performance 

The  division  completed  3  performance  audits  of  the  Commission  on  the  Status  of  Women, 
the  Office  of  the  Sheriff,  and  the  Marina  Yacht  Harbor. 

Department  of  Public  Health 

The  division  completed  3  special  audits  for  the  department,  including  audits  of  the  Bayview 
Hunters  Point  Foundation  for  Community  Improvement,  Inc.,  Haight  Ashbury  Free  Clinics, 
Inc.,  and  the  department's  stipend  fund. 

Concession 

The  division  completed  34  concession  audits  for  the  Airport  Commission,  Parking  and 
Traffic  Commission,  Port  Commission,  and  the  Recreation  and  Park  Commission.  Some  of 
the  results  of  the  audits  include  the  following: 

•  Airport  Commission:  Issued  20  reports.  Audited  more  than  $129  million  in  fees 
paid  by  tenants  to  the  Airport.  The  division  identified  $138,000  in  additional  fees 
due  to  the  Airport,  and  also  identified  $129,900  in  fees  overpaid  by  tenants. 

•  Parking  and  Traffic  Commission:  Issued  1  report.  Audited  $1.4  million  in 
fees. 

•  Port  Commission:  Issued  10  reports.  Audited  $968,000  in  fees  paid  by  tenants 
to  the  Port. 

•  Recreation  and  Park  Commission:  Issued  3  reports.  Audited  more  than  $1.5 
million  in  fees  paid  by  tenants  to  Recreation  and  Park.  The  division  identified 
$45,783  in  additional  fees  due  to  Recreation  and  Park. 

Some  of  our  more  significant  audits  are  summarized  in  the  following  sections. 
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San  Francisco  Public  Library: 
The  San  Francisco  Public  Library  Has  Poor  Controls 
Over  Cash  From  Fines  and  Other  Revenues 
(July  6,  1999) 

Results  in  Brief 


In  responding  to  allegations  that  employees  of  the  Bayview  branch  library  (Bayview)  of  the 
San  Francisco  Public  Library  (Library)  were  stealing  fines  and  other  revenues  collected  by 
Bayview,  we  found  that  Bayview  and  most  of  the  25  other  branch  libraries  do  not 
sufficiently  document  the  fines  they  assess,  collect,  or  waive  for  materials  that  borrowers 
return  late.  Consequently,  our  investigation  could  not  conclude  whether  fines  and  other 
revenues  were  missing  from  Bayview.  Nonetheless,  we  were  able  to  determine  that  Bayview 
exposes  itself  to  the  risk  of  loss  of  the  funds  because  it  does  not  safeguard  the  revenues  it 
does  collect,  and  the  Bayview  fund  custodian  has  waited  from  two  to  six  months  before 
depositing  the  revenue  into  a  bank  account. 

Although  their  accounting  weaknesses  are  not  as  severe  as  those  at  Bayview,  24  of  the  25 
other  branch  libraries  also  exhibit  poor  cash-handling  procedures  and  inadequate  record 
keeping  that  could  lead  to  the  loss  of  library  funds.  The  Library  estimated  it  would  collect 
$390,000  in  fine  revenue  for  fiscal  year  1998-99.  However,  because  of  the  weaknesses  we 
identified  in  the  internal  controls,  the  Library  cannot  ensure  that  it  is  receiving  all  collections 
to  which  it  is  entitled.  Because  of  these  problems  at  its  branch  libraries,  the  Library  needs  to 
implement  new  policies  that  will  ensure  proper  assessing,  collecting,  recording,  and 
depositing  of  fines  and  other  revenues.  In  addition,  the  Library  should  require  staff  members 
to  document  the  instances  in  which  they  waive  fines. 
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Public  Utilities  Commission: 

The  Water  Department  Incorrectly  Compensated 

Some  Employees  for  Travel  Pay 

(August  16,  1999) 

Results  in  Brief 


We  conducted  an  investigation  of  an  allegation  that  employees  in  the  Water  Department  of 
the  Public  Utilities  Commission  (PUC)  received  travel  pay  for  which  they  were  not  eligible. 
Our  investigation  substantiated  the  allegation.  For  two  selected  pay  periods  in  fall  1998,  60 
employees  received  travel  payments,  and  9(15  percent)  of  these  employees  were  not 
entitled  to  the  payments.  Memoranda  of  Understandings  (MOU)  between  the  PUC  and 
several  unions  have  established  the  amount  of  travel  pay  that  employees  should  receive  if 
they  live  in  San  Francisco  but  receive  regular  work  assignments  at  Water  Department 
facilities  in  the  City  of  Millbrae  or  the  City  of  Sunol. 

We  found  that  inappropriate  payments  to  some  employees  occurred  because  the  Water 
Department  did  not  require  proof  of  residency  from  all  those  requesting  travel  pay  and 
because  the  department  was  not  aware  that  the  MOU  for  one  union  had  been  changed  and 
no  longer  allowed  union  members  to  receive  travel  pay.  Currently,  the  Water  Department  is 
attempting  to  recover  the  inappropriate  travel  payments,  and  it  now  requires  proof  of 
residency  from  all  employees  who  submit  claims  for  travel  pay. 
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Commission  on  the  Status  of  Women: 
The  Department  is  Adequately  Fulfilling  Its  Mission 
But  Some  Procedures  Need  Improvement 
(September  9,  1999) 

Results  in  Brief 


The  Commission  on  the  Status  of  Women  (Department)  has  appropriate  goals  and 
objectives,  has  management  controls  in  place,  has  allocated  the  grants  for  its  Violence 
Against  Women  Program  consistent  with  program  goals,  and  has  adequate  processes  for 
selecting  grantees  and  establishing  grant  agreements.  However,  the  Department  could 
improve  its  operations  in  several  areas. 

•  The  Department  has  not  complied  with  some  planning  and  reporting  requirements  in  the 
San  Francisco  Administrative  Code  (Administrative  Code). 

•  Moreover,  the  Department  needs  to  improve  how  it  measures  and  reports  its 
performance.  Results  of  the  Department's  efforts  put  in  terms  of  performance 
measures — which  are  the  indicators  of  how  well  an  organization  is  fulfilling  its  mission, 
goals,  or  objectives — will  allow  Department  management  to  determine  if  the 
Department  is  being  effective  and  to  take  corrective  action  if  it  is  not. 

•  The  Department  can  strengthen  its  monitoring  of  the  agencies  which  receive  grants  from 
its  Violence  Against  Women  Program  (grantees).  Without  this,  the  Department  impedes 
its  ability  to  ensure  that  grantees  are  providing  services  and  expending  funds  as  planned. 

•  The  Department  has  not  adequately  collected  employment  discrimination  reports  and 
may  not  be  using  them,  as  required  by  the  Administrative  Code.  This  impedes  the 
Department's  ability  to  fulfill  its  responsibility  to  monitor  women's  employment 
discrimination  complaints  at  other  City  departments  and  identify  patterns  and  practices 
of  City  government  that  discriminate  against  women  and  girls. 

•  Finally,  the  Department  should  improve  its  procedures  for  the  $100  revolving  fund  it 
uses  to  pay  for  general  office  expenses  so  the  funds  are  properly  accounted  for. 
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San  Francisco  Police  Department: 

The  Department  Has  Not  Charged  All  Organizations  the  Required 
Administrative  Overhead  for  the  Special  Security  Services  It  Provides 
(November  2,  1999) 

Results  in  Brief 


The  San  Francisco  Administrative  Code  (Administrative  Code)  of  the  City  and  County  of 
San  Francisco  (City)  requires  the  Police  Department  to  charge  organizations  requesting 
special  security  services.  We  reviewed  the  Police  Department's  accounting  for  the  funds  it 
collected,  and  found  the  following  conditions: 

•  Although  the  Police  Department  generally  charged  for  the  security  services  correctly 
and  collected  more  than  $7.6  million  for  fiscal  years  1996-97  and  1997-98,  it  did  not 
charge  the  required  additional  administrative  overhead  to  all  the  organizations  to  which 
it  provided  the  services.  We  found  that  the  Police  Department  did  not  collect  $944,689 
in  administrative  overhead  from  various  organizations,  including  movie  companies,  the 
San  Francisco  Forty-Niners,  and  the  San  Francisco  Giants.  In  some  cases,  city  officials 
requested  the  Police  Department  not  charge  the  organizations  the  administrative 
overhead. 

•  The  Police  Department  did  not  deposit  the  administrative  overhead  it  collected,  totaling 
$629,842,  into  the  City's  general  fund  as  required  by  the  Administrative  Code.  Instead, 
the  Police  Department  retained  the  funds  in  the  special  fund  used  to  pay  the 
department's  overtime. 

•  The  current  administrative  overhead  rate  of  22.5  percent  is  too  high  and  should  be 
reduced. 

•  Finally,  the  Police  Department  charged  one  client,  the  San  Francisco  Giants,  based  on 
estimated  hours  rather  than  the  actual  hours  police  officers  worked  in  providing  the 
special  security  services. 
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San  Francisco  Sheriff's  Department: 

The  Department  Could  Realize  Personnel  Cost  Savings,  a  Reduction  in 
Jail  Overcrowding,  and  Enhanced  Recruitment  and  Testing  Procedures 
(November  11,  1999) 

Results  in  Brief 


The  San  Francisco  Sheriffs  Department,  with  the  cooperation  of  the  Office  of  the  District 
Attorney,  could  save  millions  of  dollars  in  public  funds,  enhance  the  efficiency  of  its 
operations,  and  alleviate  jail  overcrowding,  a  situation  that  has  had  costly  consequences  in 
the  past.  Specifically,  to  save  an  estimated  $3.3  million  in  avoided  jail  construction  costs 
and  simultaneously  address  the  problem  of  jail  overcrowding,  the  District  Attorney's  Office 
could  increase  the  number  of  attorneys  who  review  cases  of  newly  arrested  inmates  on 
weekends  and  begin  reviewing  such  cases  on  weeknights.  Because  these  attorneys  could 
expedite  the  processing  of  inmates'  cases,  some  inmates  would  be  released  before  spending 
a  weekend  or  night  in  jail,  thus  decreasing  the  need  for  an  estimated  30  jail  beds.  Moreover, 
the  Sheriffs  Department  could  save  an  estimated  $5.5  million  in  introductory  training  costs 
and  up  to  $2.04  million  annually  in  compensation  if  it  staffed  its  jails  with  civilian 
correctional  officers  rather  than  sworn  deputy  sheriffs.  However,  even  if  it  chooses  not  to 
use  correctional  officers  at  its  jails,  the  Sheriffs  Department  should  continue  to  develop  its 
recruitment  and  testing  program  to  maintain  an  adequate  pool  of  eligible  candidates  for  its 
deputy  sheriff  positions,  thus  reducing  the  amount  of  overtime  work  for  which  it  pays. 
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San  Francisco  Police  Department: 

Its  Vice  Crimes  Division  Did  Not  Handle  Properly  The  Cost  Recoveries 
Assessed  For  Violating  Laws 
(March  13,  2000) 

Results  in  Brief 


From  July  1997  through  December  1998,  the  period  we  examined  during  our  audit,  the 
Vice  Crimes  Division  (Vice  Division)  of  the  San  Francisco  Police  Department  (Police 
Department)  did  not  record  or  deposit  correctly  the  money  it  collected  from  individuals 
assessed  cost  recoveries  for  violating  laws  related  to  alcohol  sales,  tobacco  sales,  massage 
parlor  permits,  prostitution,  and  gambling.  Poor  record-keeping  practices  at  the  Vice 
Division  increased  the  risk  that  money  may  have  been  lost  due  to  errors  or  theft.  The  Vice 
Division  also  did  not  deposit  more  than  $70,000  to  the  correct  account  in  the  treasury  of 
the  City  and  County  of  San  Francisco  (City),  and  it  used  improperly  more  than  $40,000  to 
pay  for  services  of  another  department  and  an  outside  vendor.  Moreover,  for  the  period  we 
reviewed,  the  Police  Department's  Fiscal  Division  (Fiscal  Division)  misclassified  more  than 
$800,000  that  the  Vice  Division  had  collected  and  deposited.  In  accounting  incorrectly  for 
this  revenue,  the  Fiscal  Division  bypassed  the  City's  budgetary  controls  and  understated  the 
Police  Department's  revenues  and  expenditures. 

The  Vice  Division's  poor  record-keeping  procedures  encompassed  its  process  for 
completing  and  maintaining  several  types  of  documents,  including  receipts  issued  for 
payments  of  cost  recoveries.  Although  the  Vice  Division's  records  show  it  received  583 
payments,  totaling  $283,495,  the  Vice  Division  had  copies  of  prenumbered  receipts  for  404 
(69  percent)  of  the  payments.  Because  it  did  not  issue  or  retain  consistently  the 
prenumbered  receipts  for  fee  payments,  the  Vice  Division  lost  accountability  over  the 
money  it  collected. 

The  Police  Department's  Vice  and  Fiscal  divisions  took  corrective  action  after  newspaper 
articles  disclosed  many  of  these  problems.  According  to  the  lieutenant  assigned  to  the  Vice 
Division  in  August  1998,  one  of  his  initial  tasks  was  to  improve  the  accountability  for 
money  collected  by  his  division.  During  our  audit,  we  noted  that  the  Vice  Division  has 
addressed  or  corrected  many  of  the  weaknesses  that  occurred  from  July  1997  through 
December  1998.  Similarly,  the  Fiscal  Division  recently  resolved  accounting  problems  that 
had  allowed  the  Police  Department  to  circumvent  City  controls  and  regulations. 
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San  Francisco  Marina  Small  Craft  Harbor: 

The  Recreation  and  Park  Department  Needs  to  Renovate  Facilities, 
Revise  Policies,  and  Improve  Management  Controls  at  the  Harbor 
(June  2,  2000) 

Results  in  Brief 


The  Recreation  and  Park  Department  (Department)  of  the  City  and  County  of  San 
Francisco  (City)  needs  to  renovate  the  San  Francisco  Marina  Small  Craft  Harbor  (harbor), 
reexamine  and  revise  some  harbor  policies,  and  enhance  the  harbor's  management  controls. 
Specifically,  to  enable  the  harbor  to  provide  a  level  of  service  that  is  more  satisfactory  to  its 
customers  and  to  do  so  more  efficiently,  the  Department  should  improve  the  harbor's 
facilities,  operations,  and  finances  in  a  number  of  areas. 

•  The  Department  should  completely  renovate  the  harbor,  which  does  not  well  serve  its 
users  because  of  its  deteriorated — and  in  some  cases  unsafe — facilities,  inadequate 
breakwaters,  and  need  for  dredging. 

•  Moreover,  it  may  be  advantageous  for  the  Department  to  form  a  public-private 
partnership  to  redevelop  and  operate  the  harbor.  Further,  the  financing  of  a  harbor 
renovation  may  require  the  City  to  consider  such  a  partnership. 

•  To  improve  harbor  operations  and  increase  harbor  revenues  to  defray  the  cost  of  a 
harbor  redevelopment,  the  Department  should  reexamine  and  possibly  revise  several 
harbor  rules  that  are  unenforceable  as  written  or  have  undesirable  consequences. 

•  Although  it  used  the  Marina  Yacht  Harbor  Fund  (Harbor  Fund)  properly  in  the  year  we 
tested,  the  Department  should  consider  increasing  the  harbor's  revenues  by  raising  berth 
fees  after  the  harbor  is  renovated  and,  if  possible,  increasing  the  rent  of  the  St.  Francis 
Yacht  Club.  It  should  also  consider  decreasing  the  harbor's  expenses  by  using  less- 
expensive  security  personnel  on  night  shifts.  These  measures  would  generate  revenue 
that  could  be  spent  on  the  harbor  renovation. 

•  Although  the  management  controls  over  some  harbor  processes  are  adequate,  the 
harbor  lacks  a  mission  statement,  goals,  objectives,  performance  measures,  and  policies 
and  procedures  for  most  of  its  activities. 
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APPENDIX  A 
AUDIT  REPORTS  ISSUED  DURING 
FISCAL  YEAR  1999-00 


Date  Number  of 
 Title  of  Report  Issued  Recommendation(s) 

Financial  Audit  Reports 

San  Francisco  Public  Library:  07/06/99  4 

The  San  Francisco  Public  Library  Has  Poor 
Controls  Over  Cash  From  Fines  and  Other 
Revenues 


Office  of  the  Controller:  07/08/99 
Special  Review  of  the  Payroll/Personnel  Services 
Division's  Online  Check  Processing  System 

San  Francisco  Water  Department:  07/12/99 
Water  Efficient  Toilet  Sales  Program 
April  1999  through  May  1999 

Board  of  Supervisors:  07/23/99 

A  Review  of  San  Francisco  Thermal,  L.P.'s 

Franchise  Fee  Payments 

January  1,1998  through  December  31,  1998 

San  Francisco  Police  Department:  09/24/99 

Taxicab  Special  Fund 

July  1,  1995  through  June  30,  1998 

Office  of  the  Treasurer  and  Tax  Collector:  1 0/28/99 
Statement  of  Cash  and  Investments 
for  Fiscal  Year  Ended  June  30,  1999 


San  Francisco  Police  Department:  1 1/02/99  6 

The  Department  Has  Not  Charged  All 

Organizations  the  Required  Administrative 

Overhead  for  the  Special  Security  Services  It 

Provides 
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Title  of  Report 


Date 
Issued 


Number  of 
Recommendation(s) 


Financial  Audit  Reports  (continued) 


Workers'  Compensation  Division  of  the 


1 1/04/99 


5 


Department  of  Human  Resources: 
The  Division's  Contractor  has  Adequate  Security 
for  Processing  and  Issuing  Benefit  Checks  but  the 
Division  and  the  Contractor  Should  Enhance  Some 
Administrative  Procedures 

Office  of  the  Treasurer  and  Tax  Collector:  1 1/10/99  1 

Financial  Activities  for  Fiscal  Year  Ended 
June  30,  1999 

Department  of  Parking  and  Traffic:  1 1/22/99  1 

A  Review  of  the  Department  Head  Transition 

Board  of  Supervisors:  12/09/99 

A  Review  of  Pacific  Gas  and  Electric  Company's 

Franchise  Fee  Payments 

January  1,  1997  through  December  3 1 ,  1998 

Office  of  the  Treasurer  and  Tax  Collector:  12/09/99 

Statement  of  Cash  and  Investments 

for  the  Quarter  Ended  September  30,  1999 

Public  Transportation  Department:  12/27/99  1 
A  Review  of  the  Department  Head  Transition 

Office  of  the  Assessor-Recorder:  02/24/00 
Report  of  Reassessments  and  Mandated 
Audits  Completed  December  16,  1998  through 
December  15,  1999 

Office  of  the  Treasurer  and  Tax  Collector:  04/06/00 

Statement  of  Cash  and  Investments 

for  the  Quarter  Ended  December  3 1,  1999 
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Title  of  Report 


Date  Number  of 

Issued  Recommendation(s) 


Revolving  Fund  Audit  Reports 

Department  of  Human  Services:  07/13/99 
Revolving  Fund 

January  1,  1998  through  June  23,  1999 

San  Francisco  Art  Commission:  07/16/99 
Revolving  Fund 

January  1,  1998  through  June  21,  1999 

Recreation  and  Park  Department:  07/30/99 
Revolving  Fund 

April  1,  1998  through  April  8,  1998 

Human  Rights  Commission:  08/18/99 
Revolving  Fund 

January  1,  1998  through  March  16,  1999 

War  Memorial  and  Performing  Arts  Center:  09/02/99 
Revolving  Fund 

January  1,  1998  through  June  23,  1999 

San  Francisco  Fire  Department:  09/08/99 
Revolving  Fund 

January  1,  1998  through  August  10,  1999 

Commission  on  the  Aging:  09/09/99 
Revolving  Fund 

July  1,  1998  through  August  3,  1999 

Employees'  Retirement  System:  09/10/99 
Revolving  Fund 

July  1,  1998  through  August  31,  1999 

Department  of  Public  Health:  09/13/99 
Revolving  Fund 

January  1,  1998  through  December  31,  1998 
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Title  of  Report 


Date  Number  of 

Issued  Recommendation(s) 


Revolving  Fund  Audit  Reports  (continued) 

Office  of  the  Assessor-Recorder:  09/27/99 
Revolving  Fund 

January  1,  1998  through  May  26,  1999 

Office  of  the  Treasurer  and  Tax  Collector:  09/28/99 
Revolving  Fund 

January  1,  1998  through  April  29,  1999 

Civil  Service  Commission:  10/05/99 
Revolving  Fund 

Office  of  the  City  Attorney:  1 2/1 3/99 
Revolving  Fund 

September  1,  1998  through  September  17,  1999 

Office  of  the  City  Attorney:  12/13/99 

Claims  Revolving  Fund 

January  1,  1998  through  September  28,  1999 

Department  of  Telecommunications  and  01/1 8/00 
Information  Services: 
Revolving  Fund 

July  1,  1998  through  August  11,  1999 

Adult  Probation  Department:  03/20/00 
Revolving  Fund 

January  1,  1999  through  February  22,  2000 

Police  Department:  04/1 1/00 
Revolving  Fund 

Office  of  Citizen  Complaints:  04/1 1/00 
Revolving  Fund 

January  1,  1999  through  March  15,  2000 
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Date  Number  of 
 Title  of  Report  Issued  Recommendation(s) 

Revolving  Fund  Audit  Reports  (continued) 

Public  Administrator/Public  Guardian's  Office:  04/25/00 
Revolving  Fund 

January  1,  1999  through  February  29,  2000 

Department  of  Human  Resources:  05/10/00  2 
Revolving  Fund 

January  1,  1999  through  April  5,  2000 

Hetch  Hetchy  Water  and  Power  System:  05/19/00  2 
Revolving  Fund 

February  1,  1999  through  April  14,  2000 

Department  of  Public  Health:  05/26/00 
Community  Mental  Health  Services  Vocational 
Rehabilitation  Revolving  Fund 
January  1,  1999  through  March  3 1,  2000 

Department  of  Consumer  Assurance,  Regulatory         06/01/00  4 
Compliance  and  Agricultural  Standards: 
Revolving  Fund 

August  27,  1998  through  April  3,  2000 

Department  of  Public  Health:  06/02/00  1 

Revolving  Fund 

Public  Utilities  Commission:  06/12/00 
Revolving  Fund 

March  1,  1999  through  April  14,  2000 

Residential  Rent  Stabilization  and  Arbitration  06/28/00 
Board: 

Revolving  Fund 
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Date  Number  of 
 Title  of  Report  Issued  Recommendation(s) 

Performance  Audit  Reports 

Commission  on  the  Status  of  Women:  09/15/99  10 

The  Department  is  Adequately  Fulfilling  Its  Mission 
but  Some  Procedures  Need  Improvement 

San  Francisco  Sheriffs  Department:  11/19/99  2 

The  Department  Could  Realize  Personnel  Cost 
Savings,  a  Reduction  in  Jail  Overcrowding,  and 
Enhanced  Recruitment  and  Testing  Procedures 

San  Francisco  Marina  Small  Craft  Harbor:  06/02/00  1 8 

The  Recreation  and  Park  Department  Needs  to 
Renovate  Facilities,  Revise  Policies,  and  Improve 
Management  Controls  at  the  Harbor 


Other  Reports 

Office  of  the  Controller:  08/16/99 
Audits  Division's  Annual  Report 
Fiscal  Year  1998-99 


Public  Utilities  Commission:  08/16/99  1 
The  Water  Department  Incorrectly  Compensated 
Some  Employees  for  Travel  Pay 

Controller's  Audits  Division:  10/27/99 
Audit  Plan  for  Fiscal  Year  1999-2000 


San  Francisco  Airport  Commission:  01/25/00  13 
Automatic  Vehicle  Identification  System 

San  Francisco  Police  Department:  03/13/00  4 
Its  Vice  Crimes  Division  Did  Not  Handle  Properly 
the  Cost  Recoveries  Assessed  for  Violating  Laws 
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Date  Number  of 
 Title  of  Report  Issued  Recommendation(s) 

Department  of  Public  Health  Reports 

Department  of  Public  Health's  Stipend  Fund  10/08/99  3 

Follow  Up  Review  of  Bayview  Hunters  Point  1 1/05/99 

Foundation  for  Community  Improvement,  Inc. 

Follow  Up  Review  of  Haight  Ashbury  Free  02/04/00 
Clinics,  Inc. 


CONTROLLER'S  AUDITS  DIVISION 
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APPENDIX  B 
CHARTER  AND  MISSION 
OF  THE  CONTROLLER'S  AUDITS  DIVISION 


CHARTER 

The  City  and  County  of  San  Francisco  (City),  through  the  City  Charter  and  Administrative 
Code,  has  established  an  audit  office  within  the  Controller's  Office.  According  to  the  City 
Charter,  Section  3.105,  and  Administrative  Code,  Section  2.92,  the  Audits  Division,  on 
behalf  of  the  City  Controller,  is  required  to  audit  the  accounts  of  all  boards,  commissions, 
officers,  and  employees  of  the  City  charged  in  any  manner  with  the  custody,  collection,  or 
disbursement  of  funds,  including  all  accounts  of  money  received  by  the  Office  of  the 
Treasurer/Tax  Collector.  The  Audits  Division  is  further  charged  to  evaluate  the 
effectiveness  and  efficiency  of  the  operations  of  all  boards,  commissions,  offices,  and 
departments.  To  carry  out  its  duties,  the  Audits  Division  shall  have  access  to,  and  authority 
to  examine  all  documents,  records,  books,  and  other  property  of  any  board,  commission, 
officer,  or  department.  Further,  when  requested,  the  Audits  Division  shall  audit  the  accounts 
of  an  officer  or  department. 

MISSION 

The  Audits  Division  is  responsible  for  providing  independent  audits  and  reviews  within  the 
City  as  a  service  to  the  citizens  of  San  Francisco  as  well  as  to  the  City's  boards, 
commissions,  and  departments. 

The  Audits  Division  evaluates  systems  of  internal  controls  over  City  finances  and  operations 
to  assure  assets  are  protected  and  managed  in  accordance  with  all  requirements  stipulated  in 
the  Charter,  Administrative  Code,  ordinances,  policy  statements,  and  accepted  business 
practices.  The  Audits  Division  also  provides  recommendations  to  help  management  in 
determining  how  to  maximize  the  use  of  resources  and  in  providing  adequate  service  levels. 
The  Audits  Division  reports  the  findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors, 
Grand  Jury,  the  appropriate  commissions,  and  department  management. 

The  Audits  Division  accomplishes  its  mission  through  financial,  performance,  investigative, 
and  concession  audits. 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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Edward  Harrington 
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October  15,2001 


Audit  Number  01021 


Edward  Harrington,  Controller 
City  and  County  of  San  Francisco 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

The  Controller's  Audits  Division  (division)  presents  its  annual  report  summarizing  the 
accomplishments  of  the  division  during  fiscal  year  2000-01.  The  report  highlights  some  of 
the  more  significant  audit  reports  issued  during  this  period,  and  lists  all  the  audit  reports 
issued  during  the  year. 

The  division  issued  a  total  of  45  reports  during  the  year.  The  division  completed  19 
financial  audits,  including  audits  of  the  Office  of  the  Treasurer  and  Tax  Collector, 
revolving  funds,  and  special  funds.  In  addition,  the  division  also  completed  performance 
audits  of  the  Adult  Probation  Department  and  the  Department  of  Building  Inspection.  The 
division  also  completed  15  concession  audits  for  the  Airport  Commission,  Parking  and 
Traffic  Commission,  and  the  Port  Commission.  The  division  audited  more  than  $63 
million  in  fees  paid  to  these  agencies,  and  because  tenants  realize  that  they  are  subject  to 
audit  by  the  City  and  County  of  San  Francisco,  the  majority  of  the  tenants  correctly  paid 
their  rents.  However,  in  its  audits,  the  division  identified  more  than  $167,000  in  additional 
fees  due  from  tenants. 

The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion.  The 
division  issued  97  audit  reports  in  fiscal  year  1998-99,  and  86  audit  reports  in  fiscal  year 
1999-2000. 


Respectfully  submitted, 


NORIAKI  HIRASUNA 
Director 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554--466 


PREFACE 


The  mission  of  the  Office  of  the  Controller  (controller)  of  the  City 
and  County  of  San  Francisco  (City)  is  to  ensure  the  City's  financial 
integrity  and  promote  efficient,  effective,  and  accountable 
government.  The  controller's  vision  is  to  strive  to  be  a  model  for 
good  government  and  to  make  the  City  a  better  place.  One  means 
for  the  controller  to  achieve  its  mission  is  to  provide  independent 
audits  and  reviews  of  city  departments  and  those  entities  that  do 
business  with  the  City.  The  Controller's  Audits  Division 
(division),  the  auditing  arm  of  the  controller,  is  responsible  for 
providing  independent  audits  and  reviews  within  the  City  as  a 
service  to  the  citizens  of  San  Francisco  as  well  as  to  the  City's 
boards,  commissions,  and  departments.  This  annual  report 
summarizes  the  activities  of  the  division  in  fiscal  year  2000-2001. 
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)     ANNUAL  REPORT  FOR  FISCAL  YEAR  2000-01 


INTRODUCTION 

The  Controller's  Audits  Division  in  its  audit  plan  for  fiscal  year 
2000-01  identified  a  number  of  audits  that  it  planned  to  include  as 
part  of  its  audit  program  in  the  financial,  performance,  and 
concession  audit  areas.  For  example,  the  division  identified  audits 
of  the  Office  of  the  Treasurer  and  Tax  Collector,  special  and 
revolving  fund  audits,  and  performance  audits.  Table  1  presents  the 
number  of  audit  reports  issued  in  each  of  the  division's  major  audit 
areas  and  the  number  of  audits  it  had  in  progress  as  of  July  1 ,  2001 . 

The  division  schedules  more  audits  than  it  can  complete  each  year. 
The  audits  it  did  not  complete  during  the  fiscal  year  are  carried 
over  to  the  next  fiscal  year  for  completion.  In  fiscal  year  1998-99, 
the  division  issued  97  audit  reports.  In  fiscal  year  1999-00,  the 
division  issued  86  audit  reports.  In  fiscal  year  2000-01,  the  division 
issued  43  audit  reports.  The  loss  of  staff  through  promotions  and 
attrition  during  the  year  and  delays  in  hiring  additional  staff 
affected  the  productivity  of  the  division  this  year. 

TABLE 


Audit  Reports  Issued  in  Fiscal  Year  2000-01 


Audits 

Audits 

Reports 

Audits 

in  Progress 

Planned  for 

Issued 

in  Progress 

as  of 

Fiscal  Year 

Total 

as  of 

as  of 

6/30/00 

2000-01 

6/30/01 

6/30/01* 

Financial 

12 

19 

31 

19 

10 

Performance 

3 

4 

7 

2 

2 

Other 

2 

7 

9 

9 

2 

Public  Health 

1 

4 

5 

0 

3 

Airport 

2 

22 

24 

7 

10-"' 

Parking  and  Traffic 

4 

5 

9 

6 

0 

Port 

0 

8 

8 

2 

0 

Public  Utilities 

0 

2 

2 

0 

0 

Recreation  and  Park 

0 

5 

5 

0 

1 

Totals 

24 

76 

100 

45 

28 

*This  total  does  not  include  other  planned  audits  that  had  not  been  started. 


1 


AUDIT  HIGHLIGHTS 


The  division's  reports  addressed  a  wide  range  of  issues  important 
to  City  officials  and  managers.  The  reports  contained 
recommendations  that  provided  management  with  a  basis  for 
improving  operations,  and  developing  more  effective  and  efficient 
operations. 

Financial 

The  division  completed  19  financial  audits,  including  audits  of  the 
Office  of  the  Treasurer  and  Tax  Collector,  revolving  funds,  and 
special  funds. 

Performance 

The  division  completed  two  performance  audits  of  the  Adult 
Probation  Department  and  the  Department  of  Building  Inspection. 

Concession 

The  division  completed  1 5  concession  audits  for  the  Airport 
Commission  (Airport),  Parking  and  Traffic  Commission  (Parking 
and  Traffic),  and  Port  Commission  (Port).  Some  of  the  results  of 
the  audits  include  the  following: 

•  Airport  Commission: 

Issued  seven  reports.  Audited  more  than  $10  million  in  fees 
paid  by  tenants  to  the  Airport.  The  division  identified  $100,000 
in  additional  fees  due  to  the  Airport. 

•  Parking  and  Traffic  Commission: 

Issued  six  reports.  Audited  $51  million  in  fees  paid  by  tenants 
to  Parking  and  Traffic.  The  division  identified  $67,000  in 
additional  fees  due  to  Parking  and  Traffic. 

•  Port  Commission: 

Issued  two  reports.  Audited  $2.5  million  in  fees  paid  by  tenants 
to  the  Port. 


Some  of  the  more  significant  audits  are  summarized  in  the 
following  sections. 
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ADULT  PROBATION  DEPARTMENT: 

Weak  Management  Systems  and  Lack  of  Oversight  Have  Led  to 
Inadequate  Supervision  of  Criminal  Offenders,  Which  Could 
Jeopardize  Public  Safety  and  Has  Resulted  in  Loss  of  Revenue  to  the 
City 

(October  2,  2000)  


RESULTS  IN  BRIEF 

The  Adult  Probation  Department  (department)  of  the  City 
and  County  of  San  Francisco  (City)  lacks  the  management 
and  information  systems  necessary  to  ensure  the 
department's  adequate  supervision  of  probationers,  who  are 
criminal  offenders  who  receive  sentences  requiring  monitoring  by 
probation  officers  rather  than  sentences  involving  incarceration.  As 
a  result,  some  offenders  who  may  have  committed  serious  crimes 
are  not  complying  with  important  court-ordered  conditions  of  their 
probation.  These  probationers  could  potentially  jeopardize  public 
safety,  create  liability  for  the  City,  and  deprive  the  City,  the  State 
of  California  (State),  and  crime  victims  of  the  fines  and  restitution 
that  the  probationers  owe. 

Many  of  the  problems  the  audit  identifies  originated  under  the 
previous  chief  adult  probation  officer  (chief),  who  retired  in  July 
1997  after  1 8  years  in  the  position.  To  improve  its  ability  to  serve 
and  protect  the  citizens  of  San  Francisco  and  focus  the  current 
chiefs  efforts  to  address  problem  areas,  the  department  needs  to 
develop  comprehensive  management  controls,  improve  its  use  of 
automated  information  systems,  and  restructure  its  operations  in 
the  following  areas: 


Supervision  Of  Probationers 

Currently,  the  department  does  not  know  how  many  adult  criminal 
offenders  are  under  its  supervision,  and  it  lacks  a  systematic 
method  for  tracking  probationers'  compliance  with  court-ordered 
conditions  of  probation.  Further,  a  serious  weakness  in  the 
department's  recent  reorganization  may  allow  thousands  of 
probationers  to  complete  their  sentences  without  complying  with 
probation  conditions. 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit 
of  the  Adult 
Probation 
Department: 

0  The  department 
does  not  know 
how  many  adult 
criminal  offenders 
are  under  its 
supervision. 

0  The  department 
lost  significant 
revenues  from 
probationer's 
fines. 
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Collection  Of  Fines,  Fees,  And  Restitution  From 
Probationers 

The  department  has  lost  significant  revenues  because  it  has 
inadequate  processes  for  assessing  and  verifying  a  probationer's 
ability  to  pay  fines  and  fees  as  ordered  by  the  court  as  well  as  for 
collecting  payments  from  probationers.  Missing  and  inaccurate 
information  in  the  department's  accounting  system  could  be 
costing  the  department  and  the  City  more  than  $360,000  per  year. 

Planning  And  Reporting 

The  department  lacks  adequate  management  controls,  a  strategic 
planning  process,  and  an  effective  means  to  measure  and  report  its 
accomplishments  to  the  state  Superior  Court  for  the  County  of  San 
Francisco  and  to  the  San  Francisco  Board  of  Supervisors,  which 
are  entities  that  should  evaluate  the  department's  performance. 
Moreover,  the  data  collected  manually  by  the  department  are  not 
reliable. 


Oversight  By  Both  The  City  And  The  State 

Because  the  department  receives  only  partial  direction  from  two 
different  entities  -  the  City's  Board  of  Supervisors  and  the  State's 
Superior  Court  -  it  is  not  clearly  accountable  to  a  single  authority 
for  the  supervision  of  probationers. 
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LAGUNA  HONDA  HOSPITAL: 

A  Review  of  the  Laguna  Honda  Home  Trust  Fund 
(November  20,  2000)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit  of 
the  Laguna  Honda 
Home  Trust  Fund: 

0  Laguna  Honda 
Hospital  overstated 
the  trust  fund 
balance  by  $69,000. 

0  Laguna  Honda 
Hospital  is  slow  in 
refunding  money 
from  the  trust  fund 
to  discharged  or 
estates  of 
deceased  patients. 


aguna  Honda  Hospital  (Laguna  Honda)  needs  to  improve  its 


management  of  the  Laguna  Honda  Home  Trust  Fund  (trust 


1    J  fund)  so  that  it  accounts  correctly  for  the  balance  in  the  trust 
fund  and  also  returns  promptly  any  trust  fund  money  that  belongs 
to  patients  who  have  left  the  hospital.  Laguna  Honda,  which 
provides  acute  and  long-term  care  to  residents  of  the  City  and 
County  of  San  Francisco  (City),  administers  the  trust  fund  on 
behalf  of  patients  residing  at  Laguna  Honda  who  have  money 
deposited  in  the  trust  fund.  The  patients  use  the  money  to  help  pay 
for  their  share  of  costs  of  care  as  well  as  personal  expenses.  Laguna 
Honda  maintains  subsidiary  records  of  patients'  individual 
accounts  and  also  records  the  trust  fund's  total  in  the  controller's 
Financial  Accounting  and  Management  Information  System 
(FAMIS).  As  of  June  30,  2000,  the  FAMIS  balance  was  overstated 
by  a  total  of  $69,976  because  Laguna  Honda  did  not  record  in 
FAMIS,  on  a  timely  basis,  deductions  made  from  some  of  the 
patients'  accounts.  Laguna  Honda  did  not  identify  the  necessary 
adjustments  because  it  did  not  reconcile  each  month  the  total 
shown  in  its  subsidiary  records  with  the  total  it  recorded  in 
FAMIS.  As  a  result,  Laguna  Honda  overstated  the  amount  of  funds 
it  was  holding  in  trust  for  its  patients.  The  correct  FAMIS  trust 
fund  balance  as  of  June  30,  2000  was  $810,979\  Because  FAMIS 
is  the  official  financial  record  for  the  City,  it  is  important  that 
Laguna  Honda  register  in  FAMIS  the  correct  balance  for  the 
hospital's  trust  fund. 

In  addition,  Laguna  Honda  needs  to  revise  some  of  its  policies  and 
practices  for  administering  the  trust  fund.  Specifically,  Laguna 
Honda  is  slow  in  refunding  money  from  the  trust  fund  to 
discharged  or  estates  of  deceased  patients.  The  hospital  is  required 


1  The  balance  of  $810,979  represents  the  total  of  the  individual  patients'  trust 
fund  balances  reported  on  the  cash  basis  of  accounting.  The  amount  recorded  in 
FAMIS  for  the  year  ended  6/30/00  includes  the  adjustments  necessary  to  report 
the  balance  of  the  trust  fund  on  the  modified  accrual  basis  of  accounting  for 
financial  statement  presentation  purposes  in  accordance  with  generally  accepted 
accounting  principles.  This  amount  will  differ  from  the  cash  basis  balance. 
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to  make  refunds  to  discharged  patients  within  5  business  days  after 
they  leave  the  facility  and  to  the  estates  of  deceased  patients  within 
30  days  after  the  individuals'  deaths.  However,  we  identified  73 
discharged  or  deceased  patients  who  had  money  remaining  in  their 
trust  fund  accounts  as  of  November  1999.  Moreover,  we  found 
three  instances  where  Laguna  Honda  did  not  identify  clerical  errors 
that  occurred  from  July  1 999  through  May  2000  and  resulted  in  its 
incorrectly  deducting  a  total  of  $1,851  from  the  accounts  of  three 
patients.  Finally,  Laguna  Honda  allowed  one  of  the  individuals 
authorized  to  sign  checks  from  the  revolving  fund,  which  Laguna 
Honda  uses  to  make  payments  from  the  trust  fund,  to  perform  the 
incompatible  duty  of  reconciling  the  bank  statements  for  this  fund. 
Good  internal  controls  require  that  different  people  handle  these 
duties  to  reduce  the  risk  of  loss  of  funds  through  errors  or 
irregularities. 
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MUNICIPAL  TRANSPORTATION  AGENCY: 

The  Agency  Has  Not  Adequately  Controlled  and  Monitored  Its 
Employees'  Overtime 

(November  27,  2000)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit 
of  the  Municipal 
Transportation 
Agency: 

0  Muni  allowed 
some  transit 
operators  to  drive 
more  hours  than 
allowed  by  state 
regulation. 

0  Muni  incurs  long- 
term  costs  by 
paying  its 
employees 
overtime. 


The  Municipal  Transportation  Agency  (Muni)  of  the  City  and 
County  of  San  Francisco  (City)  inadequately  controlled  and 
monitored  its  employees'  overtime.  In  calendar  year  1998, 
Muni  spent  $30.7  million  for  overtime  pay  and  had  30  employees 
who  earned  more  than  $100,000  because  they  worked  a  significant 
number  of  overtime  hours.  We  investigated  Muni's  practices  in 
authorizing  overtime  pay  and  focused  our  review  on  the  30 
employees.  Our  review  revealed  that  Muni  allowed  some  transit 
operators  to  operate  its  fleet  of  vehicles  more  hours  than  state 
regulation  allows  and  to  drive  more  hours  than  are  reasonable. 
Although  state  regulation  directs  light-rail  vehicle  operators  to 
drive  12  consecutive  hours  or  less,  Muni  allowed  four  of  its 
employees  to  drive  more  than  12  hours  a  day  for  more  than  500 
days  in  1998. 

Not  only  has  Muni  incurred  additional  short-term  costs  for  paying 
its  employees  overtime,  but  it  also  incurs  long-term  costs.  Of  the 
30  employees  who  each  earned  more  than  $100,000  in  1998,  2 
retired  the  following  year.  Both  employees  worked  more  than 
2,000  total  hours  of  overtime.  Because  they  accrued  a  considerable 
number  of  overtime  hours,  their  annual  earnings  were  higher.  The 
retirement  benefits  for  each  employee  rose  by  more  than  $4,000  a 
month  because  the  City  was  required  to  base  calculations  of  these 
benefits  on  the  employee's  earnings  from  the  year  in  which  the 
staff  member  received  the  highest  compensation. 


Muni  increases  both  short-term  and  long-term  costs  to  the  City  by 
scheduling  more  runs  than  it  has  operators  to  fill.  As  a  result,  it 
resorts  to  asking  its  operators  to  work  beyond  their  usual 
schedules.  For  example,  for  the  quarter  effective  August  22,  1998, 
Muni  had  available  only  enough  employees  to  fill  1,498  of  the 
1,555  runs  it  had  scheduled.  To  fill  the  remaining  57  runs,  Muni 
had  to  rely  on  its  employees'  volunteering  to  work  overtime. 
According  to  Muni's  deputy  general  manager  of  the  finance  and 
administration  division,  Muni  must  provide  the  number  of  runs 
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indicated  in  the  schedule  approved  by  the  Board  of  Supervisors 
even  if  Muni  does  not  have  a  sufficient  number  of  operators  to  staff 
those  runs. 

Further,  Muni  allowed  one  of  its  employees,  who  was  acting  as  a 
supervisor,  to  approve  his  own  time  records  in  1998,  a  year  in 
which  he  earned  more  than  $38,000  in  overtime  pay.  Although  it  is 
an  accepted  practice  within  the  City  for  supervisors  to  approve 
their  own  time  records,  we  believe  Muni  should  not  allow  this 
practice  when  an  employee  is  approving  so  much  overtime. 
Finally,  Muni  should  assign  extra  work  hours  more  carefully  so 
that  it  does  not  allow  one  person  to  accumulate  excessive  overtime 
simply  because  this  authorization  of  overtime  is  convenient. 

Muni  agrees  with  the  overall  conclusion  of  the  report  and  is  taking 
steps  to  address  the  recommendations  in  the  report. 
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>     OFFICE  OF  THE  SHERIFF: 

The  Office  of  the  Sheriff  Has  Not  Adequately  Controlled  and  Managed 
the  Inmate  Welfare  Fund 

(December  18,  2000)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit 
of  the  Sheriff's 
Inmate  Welfare  Fund: 

0  The  accountant  in 
the  Office  of  the 
Sheriff  (office)  did 
not  deposit 
$179,000  in 
commissions. 

0  The  office's 
accountant 
delayed  by  one 
month  to  more 
than  three  years 
depositing 
commissions 
totaling  $1 
million. 

0  The  office  did  not 
identify  that  one 
vendor  underpaid 
the  Welfare  Fund 
by  more  than 
$24,000. 


Due  to  serious  weaknesses  troubling  the  administration  of 
the  Office  of  the  Sheriff  (office),  the  office  requested  an 
audit  of  the  Sheriffs  Inmate  Welfare  Fund  (Welfare 
Fund).  The  Welfare  Fund  provides  money  for  certain  services  and 
for  educational,  vocational,  and  recreational  programs  to  inmates  in 
the  jails  run  by  the  City  and  County  of  San  Francisco  (City). 
Managed  by  the  office,  the  Welfare  Fund  derives  its  revenue 
primarily  from  commissions  paid  by  vendors  that  supply  inmates 
with  the  various  types  of  services,  such  as  payphones  and  food  sold 
in  commissaries.  However,  for  the  three  years  our  audit  covered, 
the  accountant  responsible  for  the  Welfare  Fund  never  deposited 
$179,834  in  commissions  paid  by  two  vendors.  In  addition,  this 
accountant  kept  in  the  office  safe  nearly  $18,000  in  cash  from 
various  sources,  and  he  delayed  by  one  month  to  more  than  three 
years  the  deposits  of  126  commission  checks,  totaling  more  than 
$1,000,000.  Not  only  did  the  office  fail  to  supervise  the 
accountant,  but  it  also  did  not  detect  that  one  vendor,  a  telephone 
company,  incorrectly  calculated  its  commissions  and  underpaid  the 
Welfare  Fund  by  more  than  $24,000.  Moreover,  the  office  has  not 
adequately  monitored  the  expenses  it  pays  from  the  Inmate 
Welfare  Fund.  Indeed,  it  approved  invoices  without  requiring 
vendors  to  supply  sufficient  documentation  for  charges,  and  it 
approved  incorrectly  the  payment  of  a  1 0  percent  administrative 
fee  to  one  vendor  even  though  the  contract  did  not  allow  for  this 
charge.  Because  of  these  problems,  the  office  risked  losing  City 
money  from  theft  or  error,  and  prevented  its  staff  from  using  for 
inmates  all  money  paid  by  vendors. 

When  we  discussed  our  findings  with  the  accountant  in  charge  of 
receiving,  recording,  and  depositing  checks  owed  the  Welfare 
Fund,  he  could  not  explain  why  he  had  not  deposited  all  payments. 
Additionally,  during  1998  and  1999,  he  was  late  in  depositing 
$34,696  in  checks  that  belonged  to  the  Welfare  Fund  and  the 
City's  general  fund  from  unclaimed  monies  left  in  inmates' 
accounts. 
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The  office  has  removed  the  accountant  from  his  duties. 
Nonetheless,  the  office  still  needs  to  improve  its  internal  control 
processes  over  its  accounting  system. 


HUMAN  RIGHTS  COMMISSION: 

Audit  of  the  Department  of  the  Airport  Commission  and  Lawrence 
Construction  Co./West  Bay  Builders,  Inc.,  -  A  Joint  Venture 
(April  19,  2001)   


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit  of 
Lawrence  Construction 
Co./West  Bay  Builders, 
Inc.,  -A  Joint  Venture: 

0  The  joint  venture  has 
not  complied  with 
the  requirements  for 
the  distribution  of 
profits,  employ-ment 
of  workers, 
contribution  of 
funds,  and  securing 
of  credit. 

0  The  joint  venture 
was  prevented  from 
completing  its  work 
due  to  delays  on 
other  airport 
contstruction 
projects. 


Lawrence  Construction  Co./West  Bay  Builders,  Inc.,  -  A 
Joint  Venture  (joint  venture)  has  not  complied  with  the 
contracted  participation  levels  for  Lawrence  Construction 
regarding  the  distribution  of  profits,  employment  of  workers, 
contribution  of  funds  to  the  project,  and  securing  of  credit.  Even 
though  work  on  the  contract  was  not  complete  as  of  April  4,  2001, 
the  joint  venture  has  not  achieved  some  of  the  participation  levels 
specified  in  the  contract.  Although  the  joint  venture  was  the  lowest 
bidder  and  did  not  need  a  bid  preference  when  the  Airport 
Commission  was  awarding  the  contract,  the  joint  venture  was 
nevertheless  eligible  for  a  10  percent  bid  preference.  The  contract 
award  obligated  the  joint  venture  to  meet  the  commitments 
specified  in  the  joint  venture  participation  schedule,  which  is  part 
of  the  contract.  Through  July  31,  2000,  the  Airport  paid  the  joint 
venture  $4,465,044  of  the  $6,031,81 1  contract  amount.  Delays  to 
other  airport  construction  projects  have  prevented  the  joint  venture 
from  completing  the  project.  Airport  staff  expects  the  project  to 
resume  in  July  2001 . 
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DEPARTMENT  OF  BUILDING  INSPECTION: 

The  Department  Generally  Satisfies  Its  Customers  but  Should 
Improve  How  It  Measures  Its  Effectiveness  and  Identifies  and  Refers 
Projects  Subject  to  Impact  Fees 

(June  11,  2001)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  In  our  audit 
of  the  Department  of 
Building  Inspection: 

0  The  department 
lacks  perform- 
ance measures  on 
whether  it 
effectively  and 
fairly  enforces 
codes  to  protect 
public  safety. 

0  The  department 
caused  the  City's 
Municipal  Railway 
and  the  School 
District  to  fail  to 
collect  millions  of 
dollars  in  fees. 

0  Most  of  the 
department's 
customers  and 
employees 
express 

satisfaction  with 
the  department. 


Although  the  Department  of  Building  Inspection 
(department)  of  the  City  and  County  of  San  Francisco 
(City)  has  many  ways  to  measure  its  efficiency,  the 
department  does  not  adequately  measure  and  report  on  the 
effectiveness  of  its  work  so  that  it  can  determine  if  it  is  fully 
accomplishing  its  mission.  The  department  cannot  assess  whether 
it  is  meeting  its  mission  because  it  lacks  performance  measures 
that  could  indicate  whether  it  effectively  and  fairly  enforces  codes 
to  protect  public  safety.  In  addition,  the  department  has  caused  the 
City's  Municipal  Railway  and  the  San  Francisco  Unified  School 
District  (school  district)  to  fail  to  collect  millions  of  dollars  in  fees 
because  the  department  does  not  consistently  refer  projects  subject 
to  two  project  impact  fees  that  developers  owe.  Our  audit  also 
showed  that  the  department  does  not  ensure  that  its  staff  receives 
the  training  and  certification  required  by  state  law.  Further, 
although  the  department  generally  meets  its  goals  of  providing 
prompt,  efficient  service,  the  department  uses  inefficient, 
unreliable  processes  for  recording  and  reporting  information  on  its 
response  time  and  productivity.  Finally,  most  of  the  department's 
customers  and  employees  express  satisfaction  with  the  department, 
but  some  customers  and  employees  believe  that  some  areas  of  the 
department's  operations  need  improvement. 

A  separate  but  related  audit  of  the  department  performed  by 
KPMG  under  contract  to  the  Controller's  Office  found  that  the 
department's  permit  issuance  process  has  minor  quality-control 
gaps  that  raise  the  risk  of  substandard  construction,  process  and 
technology  issues  that  delay  permit  issuance,  insufficient  use  of 
quality  controls  and  technology  that  hampers  the  productivity  and 
responsiveness  of  inspectors,  and  frontline  contact  with  customers 
that  is  inefficient  and  inconvenient. 
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APPENDIX  A 

AUDIT  REPORTS  ISSUED  DURING  FISCAL  YEAR  2000-01 


Title  of  Report 


Date 
Issued 


Number  of 
Recommendations 


Financial  Audit  Reports 


j  Office  of  the  Treasurer  and  Tax  Collector: 


07/25/00 


Statement  of  Cash  and  Investments 
For  the  Quarter  Ended  March  3 1 ,  2000 

San  Francisco  Children  and  Families  Commission:  10/03/00 

Financial  Statements  Audit 

July  1,  1999  Through  June  30,  2000 

•  Department  of  Administrative  Services:  1 1/15/00  2 

A  Review  of  the  Operations  of  City  Store  by 
Golden  Gate  Community,  Inc. 

-  Office  of  the  Treasurer  and  Tax  Collector:  1 1/20/00 
Statement  of  Cash  and  Investments 

For  the  Fiscal  Year  Ended  June  30,  2000 

Office  of  the  Treasurer  and  Tax  Collector:  1 1/20/00 

Financial  Activities 
»  For  the  Fiscal  Year  Ended  June  30,  2000 

Laguna  Honda  Hospital:  11/20/00  5 
A  Review  of  the  Laguna  Honda  Home  Trust  Fund 

-  Municipal  Transportation  Agency:  11/27/00  6 
The  Agency  Has  Not  Adequately  Controlled  and 

Monitored  Its  Employees'  Overtime 

Office  of  the  Sheriff:  12/18/00  8 
The  Office  of  the  Sheriff  Has  Not  Adequately 
Managed  the  Inmate  Welfare  Fund 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports  (continued) 

Board  of  Supervisors:  1 2/28/00 

A  Review  of  San  Francisco  Thermal,  L.P.'s 

Franchise  Fee  Payments 

January  1,  1999  Through  December  31,  1999 

Board  of  Supervisors:  01/09/01 

A  Review  of  Pacific  Gas  and  Electric  Company's 

Franchise  Fee  Payments 

January  1,  1999  Through  December  31,  1999 

'  Office  of  the  Treasurer  and  Tax  Collector:  02/06/01 
Statement  of  Cash  and  Investments 
For  the  Quarter  Ended  September  30,  2000 

Department  of  Parking  and  Traffic:  03/16/01  4 
Preaward  Audit  of  DKS  Associates 

-  Office  of  the  Assessor-Recorder:  03/23/01 
Report  of  Reassessments  and  Mandated  Audits 
Completed  December  16,  1999  Through 
December  15,2000 

j  Office  of  the  Treasurer  and  Tax  Collector:  05/03/0 1 

Statement  of  Cash  and  Investments 
For  the  Quarter  Ended  December  3 1 ,  2000 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Revolving  Fund  Audit  Reports 


Office  of  the  Sheriff: 

Inmate  Welfare  Revolving  Fund 

January  1,  1999  Through  May  31,  2000 


08/07/00 


Office  of  the  Sheriff: 
Revolving  Fund 

March  1,  1999  Through  March  28,  2000 


08/07/00 


District  Attorney's  Office: 
Revolving  Fund 

January  1,1999  Through  August  1 1 ,  2000 


09/08/00 


Trial  Courts: 
Revolving  Fund 


01/09/01 


Board  of  Supervisors: 
Revolving  Fund 

January  1,  2000  Through  December  31,  2000 


06/29/01 


Performance  Audit  Reports 

■  Adult  Probation  Department:  1 0/02/00  3 1 

Weak  Management  Systems  and  Lack  of  Oversight 
Have  Led  to  Inadequate  Supervision  of  Criminal 
Offenders,  Which  Could  Jeopardize  Public  Safety 
and  Has  Resulted  in  Loss  of  Revenue  to  the  City 

'  Department  of  Building  Inspection:  06/1 1/01  32 

The  Department  Generally  Satisfies  Its  Customers 
but  Should  Improve  How  It  Measures  Its 
Effectiveness  and  Identifies  and  Refers  Projects 
Subject  to  Impact  Fees 


15 


Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Other  Reports 

s  Status  of  the  Implementation  of  the  07/3 1  /00 

Recommendations  of  the  1998-99  San  Francisco 
Civil  Grand  Jury 

*  Office  of  the  Controller:  09/01/00 
Audits  Division's  Annual  Report  for  Fiscal  Year 
1999-00 


-  Office  of  the  Controller:  09/05/00 
Index  of  Audit  Reports  Issued  From  Fiscal  Year 
1982-83  Through  Fiscal  Year  1999-00 

/Office  of  the  Controller:  1 0/20/00 

Audits  Division's  Annual  Audit  Plan  for  Fiscal 
Year  2000-01 


'Human  Rights  Commission:  12/22/00  3 

Compliance  Audit  of  the  Port  of  San  Francisco 
Contract  With  Kin  Wo  Construction,  Inc. 

.  Human  Rights  Commission:  12/22/00  1 

Compliance  Audit  of  the  Department  of  Public 
Works  Contract  With  Treadwell  &  Rollo, 
Inc./Olivia  Chen  Consultants,  JV 

✓Human  Rights  Commission:  01/22/01  2 

Compliance  Audit  of  the  Department  of  Public 
Works  With  Ranger  Pipelines,  Inc./D'Arcy  & 
Harty  Construction,  a  JV 


'  Human  Rights  Commission:  04/19/01  4 

Compliance  Audit  of  the  Department  of  the  Airport 
Commission  Contract  With  Lawrence 
Construction  Co./West  Bay  Builders,  Inc.,  -A  Joint 
Venture 
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APPENDIX  B 

CHARTER  AND  MISSION  OF  THE  CONTROLLERS  AUDITS  DIVISION 


CHARTER 


The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit  office 
within  the  Controller's  Office.  According  to  the  City  Charter, 
Section  3.105,  and  Administrative  Code,  Section  2.92,  the  Audits 
Division,  on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees  of 
the  City  charged  in  any  manner  with  the  custody,  collection,  or 
disbursement  of  funds,  including  all  accounts  of  money  received 
by  the  Office  of  the  Treasurer  and  Tax  Collector.  The  Audits 
Division  is  further  charged  to  evaluate  the  effectiveness  and 
efficiency  of  the  operations  of  all  boards,  commissions,  offices, 
and  departments.  To  carry  out  its  duties,  the  Audits  Division  shall 
have  access  to,  and  authority  to  examine  all  documents,  records, 
books,  and  other  property  of  any  board,  commission,  officer,  or 
department.  Further,  when  requested,  the  Audits  Division  shall 
audit  the  accounts  of  an  officer  or  department. 


MISSION 


The  Audits  Division  is  responsible  for  providing  independent 
audits  and  reviews  within  the  City  as  a  service  to  the  citizens  of 
San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and 
departments.  The  Audits  Division  evaluates  systems  of  internal 
controls  over  City  finances  and  operations  to  assure  assets  are 
protected  and  managed  in  accordance  with  all  requirements 
stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  Audits  Division 
also  provides  recommendations  to  help  management  in 
determining  how  to  maximize  the  use  of  resources  and  in 
providing  adequate  service  levels.  The  Audits  Division  reports  the 
findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors,  Civil 
Grand  Jury,  the  appropriate  commissions,  and  department 
management. 

The  Audits  Division  accomplishes  its  mission  through  financial, 
performance,  investigative,  and  concession  audits. 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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Audit  Number  01080 
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Audit  Number  01080 


Edward  Harrington,  Controller 
City  and  County  of  San  Francisco 
City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

The  Controller's  Audits  Division  (division)  presents  its  annual  report  summarizing  the 
accomplishments  of  the  division  during  fiscal  year  2001-02.  The  report  highlights  some  of 
the  more  significant  audit  reports  issued  during  this  period,  and  lists  all  the  audit  reports 
issued  during  the  year. 

The  division  issued  a  total  of  65  reports  during  the  year.  The  division  completed  25 
financial  audits,  including  audits  of  the  Office  of  the  Treasurer  and  Tax  Collector,  the 
Public  Utilities  Commission,  and  the  Sheriffs  Inmate  Welfare  Fund.  In  addition,  the 
division  completed  performance  audits  of  the  Real  Estate  Division,  the  Office  of  the  City 
Attorney,  and  Homeless  Services.  The  division  also  completed  34  concession  audits  for  the 
Airport  Commission,  Parking  and  Traffic  Commission,  the  Port  Commission,  and  the 
Recreation  and  Park  Commission.  The  division  audited  more  than  $58  million  in  fees  paid 
to  these  agencies,  and  because  tenants  realize  that  they  are  subject  to  audit  by  the  City  and 
County  of  San  Francisco,  the  majority  of  the  tenants  correctly  paid  their  rents.  However,  in 
its  concession  audits,  the  division  identified  $63,000  in  additional  fees  due  from  tenants, 
and  $82,000  in  fees  due  to  tenants. 


The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion.  The 
division  issued  86  audit  reports  in  fiscal  year  1999-2000,  and  45  audit  reports  in  fiscal  year 


2000-01. 


Respectfully  submitted, 


415-554-7500 


Director 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-741 


PREFACE 


The  mission  of  the  Office  of  the  Controller  (controller)  of  the  City 
and  County  of  San  Francisco  (City)  is  to  ensure  the  City's  financial 
integrity  and  promote  efficient,  effective,  and  accountable 
government.  The  controller's  vision  is  to  strive  to  be  a  model  for 
good  government  and  to  make  the  City  a  better  place.  One  means 
for  the  controller  to  achieve  its  mission  is  to  provide  independent 
audits  and  reviews  of  city  departments  and  those  entities  that  do 
business  with  the  City.  The  Controller's  Audits  Division 
(division),  the  auditing  arm  of  the  controller,  is  responsible  for 
providing  independent  audits  and  reviews  within  the  City  as  a 
service  to  the  citizens  of  San  Francisco  as  well  as  to  the  City's 
boards,  commissions,  and  departments.  This  annual  report 
summarizes  the  activities  of  the  division  in  fiscal  year  2001-02. 
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ANNUAL  REPORT  FOR  FISCAL  YEAR  2001-02 


INTRODUCTION 

The  Controller's  Audits  Division  (division)  in  its  audit  plan  for 
fiscal  year  2001-02  identified  a  number  of  audits  that  it  planned  to 
include  as  part  of  its  audit  program  in  the  financial,  performance, 
and  concession  audit  areas.  For  example,  the  division  identified 
audits  of  the  Office  of  the  Treasurer  and  Tax  Collector,  franchise 
fee  audits,  and  city-wide  audits  of  payroll  and  contracting.  The 
table  below  presents  the  number  of  audit  reports  issued  in  each  of 
the  division's  major  audit  areas  and  the  number  of  audits  it  had  in 
progress  as  of  June  30,  2002. 

The  division  schedules  more  audits  than  it  can  complete  each  year. 
The  audits  it  did  not  complete  during  the  fiscal  year  are  carried 
over  to  the  next  fiscal  year  for  completion.  In  fiscal  year  1999- 
2000,  the  division  issued  86  audit  reports.  In  fiscal  year  2000-01, 
the  division  issued  45  audit  reports.  In  fiscal  year  2001-02,  the 
division  issued  65  audit  reports. 

TABLE 


Audit  Reports  Issued  in  Fiscal  Year  2001-02 


Audits 

Audits 

Reports 

Audits 

in  Progress 

Planned  for 

Issued 

in  Progress 

as  of 

Fiscal  Year 

Total 

as  of 

as  of 

6/30/01 

2001-02 

6/30/02 

6/30/02* 

Financial 

10 

15 

25 

25 

9 

Performance 

2 

2 

4 

3 

2 

Other 

2 

9 

11 

3 

5 

Airport 

10 

21 

31 

22 

0 

Parking  and  Traffic 

0 

4 

4 

2 

2 

Port 

0 

4 

4 

7 

0 

Public  Utilities 

0 

2 

2 

0 

0 

Recreation  and  Park 

1 

5 

6 

3 

0 

Total 

25 

62 

87 

65 

18 

This  total  does  not  include  other  planned  audits  that  had  not  been  started. 
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Recreation  and  Park  Commission: 


Issued  three  reports.  Audited  $14.5  million  in  fees  paid  by 
tenants  to  Recreation  and  Park,  and  identified  $2,000  in  fees 
due  to  Recreation  and  Park. 

Some  of  the  more  significant  audits  are  summarized  in  the 
following  sections. 


PUBLIC  UTILITIES  COMMISSION: 

A  Review  of  the  Professional  Services  Agreement 

With  the  San  Francisco  Water  Alliance 

(July  18,  2001)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  San 
Francisco  Water  Alliance: 

EI   The  alliance  generally 
complied  with  payment 
provisions,  but  made 
minor  errors  in  paying 
some  of  its  staff. 

EI   The  alliance  incorrectly 
billed  for  some 
unallowable  other  direct 
charges. 

EI   The  alliance  is 

satisfactorily  completing 
tasks. 

EI   Several  provisions  in  the 
alliance's  agreement 
with  the  PUC  need  to  be 
changed  or  clarified. 


The  San  Francisco  Water  Alliance  (alliance)  generally 
complied  with  the  compensation  provisions  of  its  agreement 
with  the  Public  Utilities  Commission  (PUC)  of  the  City  and 
County  of  San  Francisco  to  provide  program  management  and 
construction  management  services  in  support  of  the  PUC's  water, 
power,  and  sewer  capital  improvement  program.  We  reviewed 
invoices  totaling  $1,771,009  that  the  alliance  submitted  for 
services  rendered  from  October  2000  through  February  2001,  and 
which  the  PUC  approved.  While  the  alliance  submitted  its  invoices 
as  required  in  the  agreement  along  with  records  and  documents  to 
support  its  charges,  the  alliance  made  minor  errors  in  paying  some 
of  its  staff  and,  as  a  result,  the  PUC  overpaid  the  alliance  $2,473. 

We  also  noted  other  areas  in  which  the  alliance  did  not  always 
comply  with  the  agreement's  provisions.  The  alliance  did  not 
always  identify  the  names  of  the  staff  that  would  be  assigned  to  the 
tasks  when  it  submitted  task  orders  for  the  PUC's  approval.  The 
agreement,  however,  requires  that  the  PUC  pre-approve  the 
assignment  of  staff  and  any  changes  of  staff  proposed  by  the 
alliance.  The  alliance  also  incorrectly  billed  the  PUC  $2,766  for 
other  direct  charges,  such  as  refreshments  and  lunches,  relocation 
costs,  and  certain  travel  costs,  that  are  not  specifically  identified  as 
allowable  charges  in  the  agreement.  The  alliance  corrected  this  by 
deducting  the  total  amount  from  its  other  charges  in  subsequent 
invoices. 


Because  most  of  the  tasks  that  have  been  ordered  by  the  PUC  are 
long  term  in  nature  and  were  still  in  the  start-up  phase  during  the 
period  of  our  review,  we  could  not  review  the  results  of  the  work. 
Nevertheless,  the  alliance  had  completed  eight  tasks  at  the  time  of 
our  review,  and  the  PUC  found  the  alliance  performing  satisfactory 
work.  According  to  the  PUC's  project  manager,  the  alliance  is 
satisfactorily  performing  the  services  outlined  in  the  agreement.  He 
added  that  the  alliance  has  provided  timely  and  accurate  progress 
reports  for  the  tasks  that  are  still  in  process. 
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POLICE  DEPARTMENT: 

The  San  Francisco  Traffic  Offender  Program  Generally  Accounted  for 
Revenues  and  Expenditures  But  Needs  to  Improve  Some 
Administrative  Procedures 
(July  25,  2001) 


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit  of 
the  San  Francisco  Traffic 
Offender  Program: 

0   The  program 

collected  $4.2  million 
in  administrative  fees 
but  did  not  account 
correctly  for  almost 
$87,000. 

0   The  program  needs 
to  improve  some 
administrative 
practices. 

0  The  program  may 
be  losing  some  of 
the  proceeds  from 
abandoned  cars. 


From  fiscal  year  1994-95  through  fiscal  year  1999-2000,  the 
traffic  division  of  the  Police  Department  (department)  of  the 
City  and  County  of  San  Francisco  (City)  generally  accounted 
for  the  administrative  fees  it  collected  for  the  San  Francisco  Traffic 
Offender  Program  (program).  The  purpose  of  the  program  is  to 
reduce  in  San  Francisco  the  number  of  individuals  who  operate 
vehicles  without  possessing  drivers'  licenses  or  who  have 
suspended  or  revoked  licenses.  If  the  department  cites  drivers,  their 
vehicles  are  towed  and  impounded,  and  released  when  owners  pay 
the  $150  administrative  fees.  For  the  six  fiscal  years  we  reviewed, 
the  traffic  division  reported  collecting  $4,199,358  in  administrative 
fees,  and  it  paid  $3,002,789  for  expenses,  personnel,  and 
equipment  related  to  the  program.  However,  the  traffic  division's 
internal  records  show  that  it  collected  $86,992  more  in  fees  than  it 
recorded  in  the  Controller's  Financial  Accounting  and 
Management  Information  System  (FAMIS).  Because  the 
department  did  not  retain  all  records  when  its  permit  bureau  was  in 
charge  of  collecting  the  program's  administrative  fees,  we  could 
not  determine  the  reason  for  the  discrepancy.  However,  the  traffic 
division  properly  spent  funds  for  the  purposes  of  the  program. 

Not  only  did  the  traffic  division  account  incorrectly  for  some 
administrative  fees,  but  it  also  administered  other  program  areas 
inadequately.  For  example,  the  traffic  division  does  not  sufficiently 
control  some  of  the  release  forms  it  issues  to  owners  of  vehicles 
cited  under  the  program.  In  this  way,  the  traffic  division  increases 
the  potential  that  it  may  issue  the  forms  improperly.  The  traffic 
division  also  does  not  keep  track  of  owners  of  vehicles  who  do  not 
claim  their  vehicles,  who  do  not  pay  the  $150  administrative  fee, 
and  who  leave  their  vehicles  for  City  Tow,  the  towing  company 
under  contract  with  the  City  to  tow  cars  at  the  order  of  the 
department  or  the  Department  of  Parking  and  Traffic,  to  sell  or 
dismantle.  Furthermore,  the  traffic  division  does  not  deposit  into 
the  bank  in  a  timely  manner  the  cash  receipts  from  the  program. 
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PUBLIC  UTILITIES  COMMISSION: 

Second  Review  of  the  Professional  Services  Agreement 

With  the  San  Francisco  Water  Alliance 

(October  2,  2001)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was 
revealed  in  our  audit  of 
the  San  Francisco 
Water  Alliance: 

EI   The  alliance 

generally  complied 
with  payment 
provisions,  but 
made  errors  in 
billing  the  PUC. 

El   The  alliance  did  not 
always  submit 
required  documents 
to  support  other 
direct  charges. 

EI   The  PUC  approved 
some  other  direct 
charges  without 
sufficient  support. 

El    The  PUC  finds  the 
alliance  is 
satisfactorily 
completing  tasks. 


The  San  Francisco  Water  Alliance  (alliance)  generally 
complied  with  the  compensation  provisions  of  its  agreement 
with  the  Public  Utilities  Commission  (PUC)  of  the  City  and 
County  of  San  Francisco  to  provide  program  management  and 
construction  management  services  in  support  of  the  PUC's  water, 
power,  and  sewer  capital  improvement  program.  We  reviewed  a 
sample  of  invoices  submitted  by  the  alliance  and  reviewed  by  the 
PUC  as  of  August  21,  2001.  As  of  this  date,  the  PUC  had 
completed  reviewing  invoices  submitted  through  July  2001  for 
services  rendered  for  March  2001  through  May  2001.  We  reviewed 
the  payroll  costs  and  the  overhead  costs  included  in  a  sample  of 
invoices  totaling  $478,640  out  of  $1,816,353  in  invoices  that  the 
alliance  submitted  for  the  audit  period.  While  the  alliance  generally 
submitted  its  invoices  as  required  in  the  agreement  along  with 
records  and  documents  to  support  its  charges,  the  alliance  and  its 
sub-consultants  made  errors  in  billing  the  PUC.  For  the  sample  of 
employee  salaries  we  reviewed,  we  found  that  the  alliance 
overbilled  the  PUC  $4,871  for  four  employees,  and  underbilled  the 
PUC  $1,271  for  one  other  employee.  The  net  result  is  that  the 
alliance  overbilled  the  PUC  $3,600  in  the  invoices  that  we 
reviewed.  The  alliance  subsequently  credited  the  PUC  for  the 
errors  we  identified. 

We  also  reviewed  all  the  other  direct  charges  the  alliance  requested 
for  reimbursement.  The  alliance  did  not  always  submit  required 
documents  to  support  its  requests  to  be  reimbursed  for  some  other 
direct  charges.  It  also  submitted  irrelevant  documentation  to 
support  some  other  direct  charges.  As  a  result,  the  PUC  disallowed 
more  than  $27,000  of  the  $139,245  in  other  direct  charges  the 
alliance  requested  for  reimbursement. 


We  also  noted  that  the  PUC  approved  $8,730  in  payments  for  other 
direct  charges  but  did  not  receive  sufficient  documentation  from 
the  alliance  to  support  the  charges.  At  our  request,  the  alliance  was 
able  to  provide  receipts  for  all  the  charges  we  questioned. 
However,  the  alliance  should  always  provide  the  PUC  sufficient 
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DEPARTMENT  OF  CHILDREN,  YOUTH 
AND  THEIR  FAMILIES: 

The  California  Association  for  Health,  Education,  Employment  and 
Dignity,  Inc.,  Needs  to  Improve  Its  Management  of  City  Grant  Funds 
(November  9,  2001)  

RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the 
California  Association  for 
Health,  Education, 
Employment  and  Dignity, 
Inc.: 

0   The  organization 
mismanaged 
government  funds. 

0   The  organization  made 
improper  loans  to  the 
executive  director  and 
to  her  family  members. 

0   The  organization 

permitted  its  executive 
director  to  charge 
personal  expenses  to 
the  organization. 


We  substantiated  allegations  of  financial  mismanagement 
on  the  part  of  the  California  Association  for  Health, 
Education,  Employment  and  Dignity,  Inc. 
(organization),  a  nonprofit  corporation  that  receives  significant 
funding  from  the  City  and  County  of  San  Francisco  (City)  to 
provide  child-care,  health,  and  social  services.  A  whistle-blower 
alleged  that  the  organization  submitted  duplicate  bills  to  the  State 
of  California  and  the  City,  made  inappropriate  loans  to  the 
executive  director  and  to  her  family  members,  and  allowed  its 
executive  director  to  charge  personal  expenses  to  the  organization. 

The  California  Department  of  Education  (Education)  is  conducting 
its  own  investigation  into  the  allegation  of  duplicate  billing  and 
will  inform  us  of  its  conclusions  once  it  completes  the 
investigation. 

Although  the  organization's  inadequate  financial  records  prevented 
us  from  fully  auditing  the  organization,  our  results  based  on  the 
records  provided  us  show  that  the  organization  mismanaged 
government  funds.  The  organization  also  made  improper  loans  to 
the  executive  director  and  to  her  family  members,  and  permitted  its 
executive  director  to  charge  personal  expenses  to  the  organization. 
Moreover,  this  organization  poorly  managed  other  aspects  of  the 
financial  and  administrative  portions  of  its  program  operations. 
Evidence  also  shows  that  the  organization  improperly  billed 
Education  and  the  Children's  Council  of  San  Francisco  (Children's 
Council),  a  nonprofit  organization,  to  recover  the  costs  of  caring 
for  a  number  of  the  same  children. 


Some  of  the  poor  practices  exhibited  by  the  organization  include 
the  following: 


Payments  for  the  executive  director's  personal  purchases 
and  interest-free  loans  to  the  executive  director. 
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REAL  ESTATE  DIVISION: 

The  Division  Should  Conduct  Comprehensive  Space  Planning,  Collect 
Late  Fees,  and  Improve  Its  Internal  Controls 

(December  11,  2001)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Real 
Estate  Division: 

0   The  City  does  not 
conduct 

comprehensive  space 
planning  for  long-term 
needs. 

0   The  division  needs  to 
collect  late  fees  and 
interest  from  private 
tenants  in  city-owned 
real  property. 

0   Departments  served  by 
the  division  are 
generally  satisfied  with 
its  building 
management  services, 
but  can  improve 
keeping  track  of 
service  requests. 

0   The  division  lacks  a 
comprehensive, 
strategic  planning 
process  that  includes  a 
strategic  plan,  a 
results-oriented 
mission  statement, 
goals  and  objectives. 


The  City  and  County  of  San  Francisco  (City)  does  not 
conduct  comprehensive  space  planning  for  the  city 
government's  long-term  needs,  so  the  City  cannot  ensure 
that  the  locations  for  its  departments  are  the  most  cost-effective 
and  logical  for  serving  the  citizens  of  San  Francisco.  If  the  City 
formed  a  space  forecasting  and  management  unit  within  the  Real 
Estate  Division  (division),  the  City  could  save  money  and  improve 
customer  service. 

Part  of  the  City's  Department  of  Administrative  Services,  the 
division  is  responsible  for  the  acquisition  of  all  real  property 
required  for  city  purposes,  the  sale  of  surplus  real  property  owned 
by  the  City,  and  the  leasing  of  property  required  by  various  city 
departments.  The  division  also  provides  property  management 
services  for  miscellaneous  city  departments  and  manages  city- 
owned  buildings  such  as  25  Van  Ness  Avenue  and  1660  Mission 
Street.  Additionally,  the  division  completes  market  value 
appraisals  of  real  property  considered  for  sale  or  acquisition,  and 
contracts  for  the  demolition  of  obsolete  city-owned  buildings. 

Before  it  accepts  any  new  responsibilities,  however,  the  division 
needs  to  improve  some  of  its  operations  so  that  it  makes  sound 
decisions  about  the  use  of  existing  city  property.  The  division 
should  collect  late  fees  and  interest  from  private  tenants  in  city- 
owned  real  property,  and  it  should  document  its  reasons  for 
waiving  any  fees.  Although  lease  agreements  allow  the  division  to 
collect  such  penalties,  the  division  does  not  charge  or  collect  late 
fees  or  interest.  These  omissions  cost  the  City  an  estimated 
$15,100  per  year  and  promote  repeated  late  payments.  In  addition, 
the  division  needs  to  ensure  that  its  records  of  city  property  are 
fully  accurate  and  that  it  identifies  all  surplus  and  underused 
property.  The  division  should  also  document  the  reasoning  behind 
its  decisions  to  lease  building  space  as  a  tenant  or  as  a  landlord. 
Lastly,  it  should  track  its  building  maintenance  requests  and  repairs 
so  that  it  can  assess  how  well  it  maintains  buildings. 
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OFFICE  OF  THE  CITY  ATTORNEY: 

The  City  Attorney  Satisfies  Its  Clients  and  Its  Key  Programs 

Are  Successful  but  It  Should  Be  More  Accountable  for  Its  Affirmative 

Litigation  and  Should  Better  Measure  Its  Effectiveness 

(January  4,  2002)  

RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Office  of 
the  City  Attorney: 

0   City  clients  believe  the 
City  Attorney  provides 
legal  services  of  the 
highest  quality. 

0   The  City  Attorney  has 
lead  the  way  on 
affirmative  litigation. 

0   The  City  Attorney  should 
be  more  accountable  to 
other  city  decision 
makers  by  seeking 
consensus  when  it 
pursues  affirmation 
litigation  cases. 

0   The  City  Attorney 

improved  the  efficiency 
of  processing  claims  but 
should  analyze  the 
claims  to  improve  the 
City's  citywide  risk 
mangement. 

0   The  City  Attorney  should 
try  to  develop 
performance  measures 
that  gauge  the 
effectiveness  of  its  work. 


Ninety-five  percent  of  the  surveyed  departments,  boards, 
commissions,  and  other  clients  of  the  Office  of  the  City  Attorney 
(City  Attorney)  of  the  City  and  County  of  San  Francisco  (City) 
believe  the  department  provides  legal  services  of  the  highest 
quality.  Further,  the  City  Attorney  has  led  the  way  on  a  number  of 
critical  legal  issues,  including  affirmative  litigation  such  as  the 
high-profile,  successful  lawsuits  against  the  tobacco  industry,  Old 
Republic  Title  Company,  and  Bank  of  America,  in  code 
enforcement,  energy,  telecommunications,  and  in  human  rights 
ordinances  such  as  the  City's  Equal  Benefits  Ordinance.  Overall, 
the  City  Attorney  is  rated  very  highly  by  its  clients  and  is 
succeeding  in  fulfilling  its  mission.  However,  there  are  areas  for 
improvement. 

The  City  Attorney  should  be  more  accountable  to  other  city 
decision  makers  and  to  its  clients.  For  example,  although  the  City 
Attorney  has  the  authority  under  the  San  Francisco  Charter 
(charter)  to  bring  lawsuits  in  favor  of  the  City  and  its  affirmative 
litigation  has  been  successful,  future  city  attorneys  should 
consistently  and  more  formally  seek  the  consensus  of  the  Board  of 
Supervisors  (board)  and  the  Mayor's  Office  (mayor)  before 
committing  hundreds  of  thousands  or  millions  of  dollars  in  city 
general  fund  money  to  these  risky,  lengthy  cases.  If  the  board  and 
mayor  are  better  apprised  of  the  potential  costs  and  have  more  say 
in  the  affirmative  litigation  cases  that  the  City  Attorney  selects, 
then  the  policy  makers  can  make  better  decisions  about  resource 
allocation  and  the  City  Attorney's  Office  will  have  more  support 
for  the  cases  it  pursues. 

While  the  City  Attorney  implemented  a  number  of  significant 
administrative  changes  that  have  led  to  greater  efficiency  in  the 
processing  of  claims,  the  City  Attorney  can  do  more  in  this  area.  It 
should  analyze  the  claims  it  receives  to  improve  the  City's 
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OFFICE  OF  THE  CITY  ATTORNEY  (continued) 


dollar  amounts  agreed  to  in  budgeted  work  orders.  As  a  result, 
clients  often  do  not  know  what  City  Attorney  services  they  are 
paying  for  and  cannot  accurately  plan  their  expenses  for  the  fiscal 
year  because  they  lack  a  reliable  estimate  of  their  City  Attorney 
costs.  To  be  more  accountable  to  its  clients,  the  City  Attorney 
should  improve  its  billing  process  to  better  meet  its  clients'  needs 
and  improve  its  work  orders  by  making  sure  it  has  work  order 
agreements  with  its  major  clients.  It  should  include  specific  scopes 
of  work  in  the  agreements. 
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MAYOR'S  OFFICE  OF  COMMUNITY  DEVELOPMENT 

(continued)  


•  Lack  of  reconciled  general  ledgers  for  fiscal  years  1999-2000 
and  2000-01. 

•  Absence  of  a  federally  accepted  method  for  allocating  shared 
and  indirect  costs. 


•  Incomplete  personnel  and  payroll  records. 

•  Insufficient  documentation  that  the  center  actually  provided  the 
services  reported  for  some  clients. 

Further,  our  audit  disclosed  that  one  agency  discontinued  funding 
the  center  because  it  identified  poor  management  practices  by  the 
center's  executive  director. 
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PUBLIC  UTILITIES  COMMISSION  (continued) 


appears  that  the  agreement  will  not  be  extended  for  another  year, 
the  PUC  did  not  revise  the  measures,  but  instead  established 
deliverables  and  due  dates  for  the  task  orders  started  in  the  second 
year  of  the  agreement. 

We  reviewed  the  payroll  and  overhead  costs  included  in  a  sample 
of  invoices  submitted  by  the  alliance  and  reviewed  and  paid  by  the 
PUC  as  of  February  22,  2001.  As  of  this  date,  the  PUC  completed 
its  review  of  invoices  that  the  alliance  had  submitted  through 
December  31,  2001,  for  services  rendered  from  June  2001  through 
November  2001.  The  charges  on  these  invoices  totaled  $3,746,374, 
and  the  charges  on  the  invoices  included  in  our  sample  totaled 
$1,804,871. 

Although  the  alliance  generally  complied  with  the  agreement  when 
submitting  its  invoices  and  the  records  and  documents  that  support 
its  charges,  the  alliance  and  its  subconsultants  made  minor  errors  in 
billing  the  PUC.  Specifically,  for  the  sample  of  employee  salaries 
that  we  reviewed,  the  alliance  underbilled  the  PUC  $629  for  one 
employee  and  overbilled  the  PUC  $8,359  for  several  other 
employees.  The  net  result  of  these  errors  is  that  the  alliance 
overbilled  the  PUC  $7,730  for  the  invoices  that  we  reviewed.  This 
was  the  only  significant  billing  error  that  we  identified  out  of  the 
$1.8  million  of  invoices  that  we  reviewed. 

When  reviewing  all  the  other  direct  charges  that  the  alliance 
requested  for  reimbursement,  we  found  that  the  alliance  did  not 
obtain  prior  approval  to  incur  these  other  direct  charges. 
Furthermore,  the  PUC  has  not  yet  approved  payments  for  the  other 
direct  charges  that  the  alliance  has  charged  the  PUC.  Finally, 
Bechtel  Infrastructure  Corporation  (Bechtel),  at  its  own  cost, 
completed  a  review  of  the  overhead  costs  for  one  prime  consultant 
and  all  of  the  alliance's  subconsultants  that  were  identified  in  the 
agreement.  Before  the  end  of  the  agreement's  first  year,  Bechtel 
was  to  coordinate  with  consultant  members  to  produce  an  audit  of 
the  overhead  costs  and  resulting  rates  for  each  consultant  member, 
performed  in  accordance  with  the  standards  of  the  Code  of  Federal 
Regulations.  We  noted  that  while  Bechtel's  internal  audit 
department  performed  a  review  rather  than  an  audit,  the  review 
procedures  appear  adequate.  However,  we  believe  that  two  of  the 
alliance  members  require  further  review  because  their  overhead 
rates  exceeded  the  agreement's  ceiling  rate. 
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HOMELESS  SERVICES  (continued) 


about  the  system  and  its  clients  should  allow  the  City  to  evaluate 
its  services  and  to  determine  or  reevaluate  its  policies. 

However,  the  City's  current  policies  provoke  much  disagreement 
among  decision  makers,  and  its  Continuum  of  Care  Plan  for  the 
homeless  is  not  useful  as  a  strategic  plan.  This  plan  cannot  guide 
the  City's  delivery  of  homeless  services  because  it  lacks  the 
support  of  key  stakeholders  as  well  as  specific,  measurable  steps 
and  outcomes.  The  current  structure  for  delivering  services  has 
fragmented  among  city  departments  and  various  parts  of  the 
Mayor's  Office.  No  department  or  agency  is  accountable  for  the 
system  as  a  whole. 

The  City  also  lacks  an  effective  means  to  collect  data  related  to 
homelessness.  Currently,  the  City  does  not  collect  and  track  data  in 
a  manner  that  provides  comprehensive  statistics  about  services, 
assessments  of  service  quality,  or  data  on  service  funding.  This 
occurs  because  the  City  has  a  decentralized  system  for  accepting 
and  tracking  individuals  who  request  services  and  no  coordination 
exists  among  the  various  service  providers,  which  must  collect  and 
report  data  to  the  City.  This  absence  of  coordination  creates  an 
administrative  burden  for  provider  organizations,  makes  extremely 
difficult  any  citywide  analysis  of  service  delivery  and  provider 
performance,  and  does  not  serve  clients  well. 

In  addition,  according  to  the  information  we  gathered,  the  City's 
homeless  have  more  unmet  needs  for  some  services  than  for  others. 
More  specifically,  the  City  currently  funds  enough  overnight 
shelter  beds  to  accommodate  all  single  adults  who  seek  them,  but 
the  City  lacks  sufficient  shelters  or  shelter  beds  for  homeless 
families.  Families  typically  wait  three  to  six  months  for  space  in  a 
full-service  shelter.  Further,  the  City  does  not  fund  enough  mental 
health  or  substance  abuse  services  to  meet  the  demand,  which 
comes  both  from  San  Franciscans  who  are  homeless  and  those  who 
have  permanent  housing.  Finally,  a  shortage  of  transitional  and 
long-term  housing  exists  for  all  segments  of  the  homeless 
population,  and  few  of  the  homeless  can 
afford  "affordable"  housing.  For  those  whose  incomes  are 
sufficient  for  affordable  housing,  there  is  not  much  to  be  found. 
For  the  past  three  years,  San  Francisco  has  created  an  average  of 
1,333  fewer  units  of  affordable  housing  per  year  than  its  population 
needs. 
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APPENDIX  A 

AUDIT  REPORTS  ISSUED  DURING  FISCAL  YEAR  2001-02 


Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports 


Public  Utilities  Commission: 

A  Review  of  the  Professional  Services  Agreement 

With  the  San  Francisco  Water  Alliance 


07/18/01 


Police  Department: 

The  San  Francisco  Traffic  Offender  Program 
Generally  Accounted  for  Program  Revenues  and 
Expenditures  But  Needs  to  Improve  Some 
Administrative  Procedures 


07/25/01 


Office  of  the  Assessor-Recorder: 

Management  Letter  for  the  Certification  Review  of 

the  State-County  Property  Tax  Administration 

Program 


08/07/01 


Office  of  the  Treasurer  and  Tax  Collector: 
Statement  of  Cash  and  Investments  for  the  Quarter 
Ended  March  31,  2001 


08/09/01 


San  Francisco  Children  and  Families  Commission: 
Financial  Statements  Audit  July  1,  2000,  Through 
June  30,  2001 


09/28/01 


Public  Utilities  Commission: 

Second  Review  of  the  Professional  Services 

Agreement  With  the  San  Francisco  Water  Alliance 


10/02/01 


Department  of  Children,  Youth  and  Their  Families: 
The  California  Health,  Education,  Employment  and 
Dignity,  Inc.,  Needs  to  Improve  Its  Management  of 
City  Grant  Funds 


11/09/01 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports  (continued) 

Office  of  the  Assessor-Recorder:  .03/28/02  — 

Report  of  Reassessments  and  Mandated  Audits 
Completed  December  16,  2000  through  December 
15,2001 

Office  of  the  City  Attorney:  04/04/02  — 

A  Review  of  the  Department  Head  Transition 

Public  Utilities  Commission:  04/08/02  5 

Third  Review  of  Its  Professional  Services 
Agreement  With  the  San  Francisco  Water  Alliance 

The  Office  of  the  Sheriff:  05/1 7/02  1 

It  Adequately  Maintains  Inmates'  Money  in 
the  Inmate  Trust  Fund 

Office  of  the  Treasurer  and  Tax  Collector:  06/1 1/02  — 

Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  December  31,  2001 

Department  of  Children,  Youth  and  06/1 9/02 

Their  Families: 

A  Review  of  the  Department  Head  Transition 


Revolving  Fund  Audit  Reports 

Office  of  the  Mayor:  07/1 8/01 
Revolving  Fund 

Office  of  the  County  Clerk:  1 2/04/0 1  1 
Revolving  Fund 

Office  of  the  Public  Defender:  04/30/02  2 
Revolving  Fund 
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APPENDIX  B 

CHARTER  AND  MISSION  OF  THE  CONTROLLER'S  AUDITS  DIVISION 


CHARTER 


The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit  office 
within  the  Controller's  Office.  According  to  the  City  Charter, 
Section  3.105,  and  Administrative  Code,  Section  2.92,  the  Audits 
Division,  on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees  of 
the  City  charged  in  any  manner  with  the  custody,  collection,  or 
disbursement  of  funds,  including  all  accounts  of  money  received 
by  the  Office  of  the  Treasurer  and  Tax  Collector.  The  Audits 
Division  is  further  charged  to  evaluate  the  effectiveness  and 
efficiency  of  the  operations  of  all  boards,  commissions,  offices, 
and  departments.  To  carry  out  its  duties,  the  Audits  Division  shall 
have  access  to,  and  authority  to  examine  all  documents,  records, 
books,  and  other  property  of  any  board,  commission,  officer,  or 
department.  Further,  when  requested,  the  Audits  Division  shall 
audit  the  accounts  of  an  officer  or  department. 


MISSION 


The  Audits  Division  is  responsible  for  providing  independent 
audits  and  reviews  within  the  City  as  a  service  to  the  citizens  of 
San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and 
departments.  The  Audits  Division  evaluates  systems  of  internal 
controls  over  City  finances  and  operations  to  assure  assets  are 
protected  and  managed  in  accordance  with  all  requirements 
stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  Audits  Division 
also  provides  recommendations  to  help  management  in 
determining  how  to  maximize  the  use  of  resources  and  in 
providing  adequate  service  levels.  The  Audits  Division  reports  the 
findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors,  Civil 
Grand  Jury,  the  appropriate  commissions,  and  department 
management. 

The  Audits  Division  accomplishes  its  mission  through  financial, 
performance,  investigative,  and  concession  audits. 
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Edward  Harrington,  Controller 
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City  Hall,  Room  316 
1  Dr.  Carlton  B.  Goodlett  Place 
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Dear  Mr.  Harrington: 

The  Controller's  Audits  Division  (division)  presents  its  annual  report  summarizing  the 
accomplishments  of  the  division  during  fiscal  year  2002-03.  The  report  highlights  some  of 
the  more  significant  audit  reports  issued  during  this  period,  and  lists  all  the  audit  reports 
issued  during  the  year. 

The  division  issued  a  total  of  46  reports  during  the  year,  including  financial  audits  of  the 
Office  of  the  Treasurer  and  Tax  Collector,  the  Public  Utilities  Commission,  and  the  Film 
Commission.  In  addition,  the  division  completed  three  performance  audits  of  the 
Department  of  Aging  and  Adult  Services,  the  County  Clerk,  and  Sole  Source  Contracting. 
The  division  also  completed  nine  concession  audits  for  the  Airport  Commission,  the 
Department  of  Parking  and  Traffic,  and  the  Port  Commission.  The  division  audited  more 
than  $74  million  in  fees  paid  to  these  agencies,  and  because  tenants  realize  that  they  are 
subject  to  audit  by  the  City  and  County  of  San  Francisco,  the  majority  of  the  tenants 
correctly  paid  their  rents.  However,  in  its  concession  audits,  the  division  identified 
$801,000  in  additional  fees  due  from  tenants. 

The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion.  In 
fiscal  year  2000-01,  the  division  issued  45  audit  reports.  In  fiscal  year  2001-02,  the  division 
issued  65  audit  reports.  In  fiscal  year  2002-03,  the  division  issued  46  audit  reports. 

Respectfully  submitted, 


Noriaki  Hirasuna 
Director 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  388  •  San  Francisco  CA  94102-4694 


FAX  415-554-7664 


The  mission  of  the  Office  of  the  Controller  (controller)  of  the  City 
and  County  of  San  Francisco  (City)  is  to  ensure  the  City's  financial 
integrity  and  promote  efficient,  effective,  and  accountable 
government.  The  controller's  vision  is  to  strive  to  be  a  model  for 
good  government  and  to  make  the  City  a  better  place.  One  means 
for  the  controller  to  achieve  its  mission  is  to  provide  independent 
audits  and  reviews  of  city  departments  and  those  entities  that  do 
business  with  the  City.  The  Controller's  Audits  Division  (division), 
the  auditing  arm  of  the  controller,  is  responsible  for  providing 
independent  audits  and  reviews  within  the  City  as  a  service  to  the 
citizens  of  San  Francisco  as  well  as  to  the  City's  boards, 
commissions,  and  departments.  This  annual  report  summarizes  the 
activities  of  the  division  in  fiscal  year  2002-03. 
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ANNUAL  REPORT  FOR  FISCAL  YEAR  2002-03 


INTRODUCTION 

The  Controller's  Audits  Division  (division)  in  its  audit  plan  for 
fiscal  year  2002-03  identified  a  number  of  audits  that  it 
planned  to  include  as  part  of  its  audit  program  in  the 
financial,  performance,  and  concession  audit  areas.  For  example, 
the  division  identified  audits  of  the  Office  of  the  Treasurer  and  Tax 
Collector,  franchise  fee  audits,  and  city-wide  audits  of  payroll  and 
contracting.  The  table  below  presents  the  number  of  audit  reports 
issued  in  each  of  the  division's  major  audit  areas  and  the  number  of 
audits  it  had  in  progress  as  of  June  30,  2003. 

The  division  schedules  more  audits  than  it  can  complete  each  year. 
The  audits  it  did  not  complete  during  the  fiscal  year  are  carried  over 
to  the  next  fiscal  year  for  completion.  In  fiscal  year  2000-01,  the 
division  issued  45  audit  reports.  In  fiscal  year  2001-02,  the  division 
issued  65  audit  reports.  In  fiscal  year  2002-03,  the  division  issued 
46  audit  reports. 

TABLE 


Audit  Reports  Issued  in  Fiscal  Year  2002-03 


Audits 

Audits 

Reports 

Audits 

in  Progress 

Planned  for 

Issued 

in  Progress 

as  of 

Fiscal  Year 

Total 

as  of 

as  of 

6/30/02 

2002-03 

6/30/03 

6/30/03* 

Financial 

10 

26 

36 

21 

14 

Compliance 

7 

3 

10 

4 

5 

Investigations 

3 

0 

3 

5 

0 

Performance 

2 

2 

4 

3 

2 

Other 

1 

2 

3 

4 

1 

Concessions 

2 

17 

19 

9 

10 

Total 

25 

50 

75 

46 

32 

This  total  does  not  include  audits  that  were  closed  without  issuing  reports  or  other  planned  audits  that 
had  not  been  started. 
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AUDIT  HIGHLIGHTS 

The  division's  reports  addressed  a  wide  range  of  issues  important  to 
city  officials  and  managers.  The  reports  contained  recommendations 
that  provided  management  with  a  basis  for  improving  operations, 
and  developing  more  effective  and  efficient  operations. 

Financial 

The  division  completed  21  financial  audits,  including  audits  of  the 
Office  of  the  Treasurer  and  Tax  Collector,  the  Public  Utilities 
Commission's  contract  with  the  Water  Infrastructure  Partners,  and 
the  Department  of  Elections. 

Compliance  and  Investigative 

The  division  completed  four  compliance  audits  for  the  Human 
Rights  Commission  and  five  investigative  audits  requested  by 
various  city  departments. 

Performance 

The  division  completed  three  performance  audits  of  the  County 
Clerk,  the  Department  of  Aging  and  Adult  Services,  and  the  City 
and  County  of  San  Francisco's  sole  source  contracting  process. 

Concession 

The  division  completed  concession  audits  for  the  Airport 
Commission  (Airport),  Parking  and  Traffic  Commission  (Parking 
and  Traffic),  and  the  Port  Commission  (Port).  Some  of  the  results  of 
the  audits  include  the  following: 

•  Airport  Commission: 

Issued  six  reports.  Audited  more  than  $14  million  in  fees  paid 
by  tenants  to  the  Airport.  The  division  identified  $801,000  in 
additional  fees  due  to  the  Airport. 

•  Parking  and  Traffic  Commission: 

Issued  one  report.  Audited  $14  million  in  fees  paid  by  the  tenant 
to  Parking  and  Traffic. 
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Port  Commission: 

Issued  two  reports.  Audited  $1 .2  million  in  fees  paid  by  tenants 
to  the  Port. 
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DEPARTMENT  OF  ELECTIONS: 

The  Former  Director  Of  Elections  Ordered  More  Ballots  Than  Prudent 
For  The  March  2002  Primary  Election 

(July  22,  2002)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the 
Department  of  Elections: 

0   The  former  department 
director  ordered  an 
excessive  number  of 
ballot  cards. 

0    The  department  used 
411,000  of  the  4.4 
million  ballot  cards 
that  were  ordered. 


The  Controller's  Audits  Division  reviewed  the  costs  incurred 
by  the  Department  of  Elections  (department)  for  the  ballot 
cards  ordered  for  the  March  5,  2002,  primary  election.  The 
auditors  concluded  that  Tammy  Haygood,  the  former  director  of  the 
department,  ordered  an  excessive  amount  of  ballot  cards  from 
Sequoia  Voting  Systems  (Sequoia),  the  printer  of  the  ballot  cards. 

To  conduct  the  review,  the  auditors  assessed  whether  the  number  of 
ballot  cards  ordered  by  the  former  director  was  reasonable  and 
whether  the  department  complied  with  the  California  Elections 
Code,  Section  14102,  which  sets  the  minimum  number  of  ballots 
that  should  be  printed  for  an  election.  According  to  the  California 
Elections  Code,  Section  14102,  election  officials  are  to  provide 
enough  ballots  for  at  least  75  percent  of  registered  voters. 

At  the  department,  the  principal  clerk  charged  with  the  task  of 
ordering  ballot  cards  estimated  the  department  needed  only  the  75 
percent  minimum,  or  approximately  2.3  million  ballot  cards. 
However,  the  former  director  increased  the  order  to  approximately 
4.4  million  ballot  cards.  According  to  a  Sequoia's  sales  executive 
(executive),  the  ballot  order  was  extremely  high.  According  to  the 
executive,  the  increase  in  cost  between  the  principal  clerk's  initial 
order  of  2.3  million  ballot  cards  and  the  former  director's  final  order 
of  4.4  million  ballot  cards  is  approximately  $900,000. 


The  actual  usage  of  the  ballot  cards  for  the  March  2002  primary 
election  shows  that  the  former  director  ordered  more  ballot  cards 
than  needed.  Out  of  the  4.4  million  ballot  cards  that  the  former 
director  ordered,  2.7  million  ballot  cards  remain  undistributed,  1.2 
million  ballot  cards  were  distributed  but  unused,  and  approximately 
41 1,000  ballot  cards  were  used. 
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THE  OFFICE  OF  THE  COUNTY  CLERK: 

The  County  Clerk  Is  Well  Managed  and  Operates  Efficiently 
(August  26,  2002)  


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Office  of 
the  County  Clerk: 

0   The  County  Clerk 
performs  its  key 
functions  well,  while 
offering  a  high  level  of 
customer  service. 

0   The  County  Clerk  can 
improve  customer 
service  by  expanding 
online  services  and 
accepting  payment  by 
credit  cards, 

0   The  County  Clerk 

complies  with  state  law 
charging  and  collecting 
fees  that  are  sufficient  to 
recoup  its  costs  without 
exceeding  them. 

0   The  County  Clerk  has 
strong  controls  in  place 
to  guide  its  customer 
service,  records 
management,  and  cash 
handling  functions. 

0   The  County  Clerk  should 
report  its  performance 
results  using  data  from 
its  queue  management 
system,  rather  than 
relying  on  estimates  of 
how  quickly  it  serves 
customers. 


RESULTS  IN  BRIEF 

The  Office  of  the  County  Clerk  (County  Clerk)  helps 
customers  quickly  and  efficiently,  maintains  accurate 
records,  and  collects  fees  that  are  sufficient  to  recoup  its 
costs  without  exceeding  them,  thereby  complying  with  state  law.  A 
division  of  the  City's  Department  of  Administrative  Services,  the 
County  Clerk  issues  marriage  licenses  and  declarations  of  domestic 
partnerships,  and  files  notary  bonds  and  oaths,  fictitious  business 
name  statements,  environmental  impact  reports,  and  other  public 
documents.  The  County  Clerk  also  performs  civil  marriage  ■ 
ceremonies  and  domestic  partnership  ceremonies  at  City  Hall. 

The  County  Clerk  has  a  budget  for  eight  full-time  equivalent 
positions.  The  office's  budget  is  included  within  the  Department  of 
Administrative  Services.  The  County  Clerk  reported  in  2002  that 
its  total  yearly  cost  of  providing  services — including  departmental 
and  central  services  overhead — is  $1.2  million. 

The  County  Clerk  Offers  Quality  Customer  Service 

The  County  Clerk  performs  its  key  functions  well,  while  offering  a 
high  level  of  customer  service.  Customers  are  served  promptly  and 
efficiently.  Data  from  the  first  half  of  2002  show  that  walk-in 
customers  wait  an  average  of  four  minutes  to  be  helped.  Public 
information  is  easily  accessible.  The  County  Clerk's  performance 
measures  focus  on  customer  service,  and  the  office  appears  to  be 
doing  well  in  achieving  its  performance  targets.  However,  customer 
service  could  be  improved  by  expanding  online  services  and 
accepting  payment  by  credit  card,  as  some  other  California  counties 
do. 
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THE  OFFICE  OF  THE  COUNTY  CLERK  (continued) 


The  Office  Has  Sufficient  Management  Controls 

The  County  Clerk  maintains  its  records  properly,  and  charges  and 
collects  fees  that  are  sufficient  to  recoup  its  costs  without  exceeding 
them,  thereby  complying  with  state  law.  Further,  its  fees  are 
reasonable  and  comparable  to  the  fees  other  California  counties 
charge  for  similar  services. 

The  County  Clerk  has  strong  controls  in  place  to  guide  its  customer 
service,  records  management,  and  cash  handling  functions. 
However,  the  County  Clerk  should  use  data  from  its  queue 
management  system,  rather  than  relying  on  estimates  of  how 
quickly  it  serves  customers,  when  it  reports  performance  results. 
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DEPARTMENT  OF  BUILDING  INSPECTION: 

The  Manager  of  the  Department's  Management  Information 
Services  Division  Improperly  Approved  Prepaying  a  City  Vendor 
for  Incomplete  Work 
(January  15,  2003) 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the 
Department  of  Building 
Inspection: 

0   The  manager  of  the 
department's 
Management  Information 
Services  Division 
improperly  approved 
payment  to  a  city  vendor 
for  work  that  it  and  its 
subcontractors  had  not 
yet  performed. 

0   The  vendor  became 
bankrupt  without  paying 
its  subcontractors;  as  a 
result  the  subcontractors 
have  not  completed  and 
delivered  the  work  that 
the  department  paid  for. 

0   The  department  should 
take  strong  disciplinary 
action  against  the 
manager,  including 
possible  termination. 


RESULTS  IN  BRIEF 

The  Office  of  the  City  Attorney  and  the  Department  of 
Building  Inspection  (department)  of  the  City  and  County  of 
San  Francisco  (City)  asked  the  Controller's  Audits  Division 
to  investigate  an  allegation  that  the  manager  of  the  Management 
Information  Services  Division  (MIS)  of  the  department  improperly 
prepaid  a  city  vendor,  Government  Computer  Sales,  Inc.  (GCSI),  for 
services  that  the  vendor  had  not  yet  provided. 

Our  investigation  substantiated  the  allegation.  We  found  that  the 
manager  of  the  department's  Management  Information  Services 
Division  (MIS)  improperly  approved  payment  to  GCSI  for  work 
that  it  and  its  subcontractors  had  not  yet  performed.  The  department 
issued  three  purchase  orders  to  GCSI  to  conduct  work  on  three 
technology  projects  that  involved  the  enhancement  of  computer 
applications.  Although  GCSI's  subcontractors  had  completed  as 
little  as  35  percent  of  the  work  on  one  of  these  projects,  the  MIS 
manager  approved  paying  GCSI  the  entire  amounts  of  the  purchase 
orders. 

The  three  technology  projects  were  key  to  implementing  a  number 
of  efficiency  recommendations  from  the  Controller's  2001 
performance  audit  of  the  department.  The  projects  were  begun  in 
late  2000  or  early  2001.  The  department  paid  the  prime  contractor, 
GCSI,  for  work  that  had  not  been  done.  GCSI  then  became  bankrupt 
without  paying  its  subcontractors.  Since  the  subcontractors  have  not 
been  paid,  they  have  still  not  completed  and  delivered  the  work  that 
was  paid  for  more  than  1 8  months  ago. 
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DEPARTMENT  OF  BUILDING  INSPECTION  (continued) 


We  have  recommended  that  strong  disciplinary  action  be  taken 
against  the  employee  involved,  including  possible  termination.  In 
his  response  to  the  audit,  the  director  of  the  department  stated  that 
he  will  work  with  the  Controller  to  implement  all  recommendations 
in  this  report.  We  would  further  ask  the  Building  Inspection 
Commission  to  follow  up  with  the  director  on  the  department's 
implementation  of  the  report's  recommendations,  including  the 
director  taking  disciplinary  action  against  the  employee. 
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HUMAN  RIGHTS  COMMISSION: 

J.  Flores  Construction  Company,  Inc.,  Did  Not  Meet  Some  of  the 
Participation  Levels  for  Minority  Business  Enterprise  and  Women 
Business  Enterprise  Subcontractors  in  Its  Contract  With  the  Public 
Utilities  Commission 

(February  7,  2003)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the 
construction  contract 
between  the  Public  Utilities 
Commission  and  J.  Flores 
Construction  Company 
(Flores): 

EI   Flores  did  not  meet  the 
contracted  participation 
levels  for  minority 
business  enterprise 
subcontractor 
participation. 

EI   Flores  also  did  not  meet 
contracted  levels  for 
women  business 
enterprise  (WBE) 
subcontractor 
participation. 

EI   The  Human  Rights 

Commission  erroneously 
concluded  that  Flores 
met  its  WBE 
participation 
commitment. 


To  comply  with  the  San  Francisco  Administrative  Code,  the 
Office  of  the  Controller  conducted  an  audit  of  the  sewer 
replacement  construction  contract  between  the  Public 
Utilities  Commission  (PUC)  and  J.  Flores  Construction  Company, 
Inc.  (Flores)  to  verify  whether  Flores  met  the  participation 
commitment  to  subcontract  with  minority  business  enterprise 
(MBE)  and  women  business  enterprise  (WBE)  companies. 

Flores  was  unable  to  meet  the  contracted  participation  levels  for 
MBE  subcontractor  participation.  Flores  had  a  $6,225  shortage  in 
the  contracted  $64,553  MBE  subcontractor  participation  because 
the  work  did  not  need  the  level  of  services  that  Flores  estimated  its 
MBE  subcontractors  would  perform.  Because  Flores  only  used  its 
MBE  subcontractors  for  the  type  of  work  that  they  subcontracted  to 
perform,  Flores  complied  with  objectives  of  the  Human  Rights 
Commission  (HRC)  for  MBE  participation  in  the  contract. 

Flores  also  did  not  meet  the  contracted  levels  for  WBE 
subcontractor  participation.  Flores  paid  $26,358  to  Avoca  Trucking, 
Inc.  (Avoca),  the  WBE  trucking  subcontractor.  While  Avoca  did 
some  of  the  work,  it  also  hired  some  trucking  firms  that  were  not 
WBEs.  Of  the  total  paid  by  Flores,  only  $15,768  was  paid  to  WBE 
trucking  firms.  As  a  result,  Flores  had  an  $8,432  shortage  in  the 
contracted  $24,200  WBE  subcontractor  participation.  In  addition, 
HRC  erroneously  used  the  $26,358  that  Flores  paid  to  Avoca  to 
conclude  that  Flores  met  its  WBE  participation  commitment  and 
recommend  that  the  PUC  close  out  this  contract.  The  PUC  closed 
this  contract  without  taking  appropriate  action  against  Flores  for  not 
meeting  its  commitment  to  subcontract  with  WBE  companies. 
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DEPARTMENT  OF  HUMAN  SERVICES: 

The  Sojourner  Truth  Foster  Family  Service  Agency  Overtoiled  the  City, 
Failed  to  Meet  Payment  Deadlines,  and  Did  Not  Maintain  Adequate  - 
Insurance  Coverage  ■ 
(February  19,  2003)  

RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the 
Sourjourner  Truth  Foster 
Family  Sevice  Agency 
(agency): 

0   The  agency  double  billed 
the  Department  of  Public 
Health  and  the 
Department  of  Human 
Services  for  $34,800  for 
the  same  expenses. 

0   The  agency  failed  to  pay 
vendors  for  some 
operating  expenses. 

0   The  agency  did  not  meet 
deadlines  for  submitting 
employee  payroll  taxes 
and  social  security  taxes. 

0   The  agency  failed  to 
maintain  required 
liability  insurance. 


The  Department  of  Human  Services  (Human  Services) 
requested  the  Controller's  Audits  Division  to  review  the 
contract  expenditures  for  fiscal  year  2001-02  by  Sojourner 
Truth  Foster  Family  Service  Agency,  Inc.  (agency),  a  nonprofit 
corporation.  Until  June  30,  2002,  the  agency  received  funding  from 
the  Department  of  Human  Services  (Human  Services)  of  the  City 
and  County  of  San  Francisco  (City)  to  operate  the  Sojourner  Truth 
Family  Resource  Center  (center).  The  center  provided  parenting 
workshops,  support  groups  for  parents,  youth,  and  single  adults, 
crisis  intervention  counseling  and  referral,  and  case  management  for 
foster  children  and  their  families.  These  services  were  intended  to 
strengthen,  support,  and  preserve  families.  £ 

When  we  reviewed  the  fiscal  year  2001-02  financial  records  of  the 
agency,  we  found  that  the  agency  had  billed  Human  Services  for 
thousands  of  dollars  that  the  agency  had  already  charged  the  City's 
Department  of  Public  Health.  Specifically,  the  agency  invoiced  both 
Human  Services  and  Public  Health  for  approximately  $34,800  in 
wages  and  benefits  for  the  agency  employees  who  worked  at  the 
center. 

Not  only  did  the  agency  submit  the  same  bills  to  two  city 
departments,  but  it  also  failed  to  pay  vendors  for  some  operating 
expenses.  In  addition,  it  did  not  meet  deadlines  for  submitting 
payroll  taxes  withheld  from  employee  paychecks  and  employer 
social  security  taxes.  Our  review  revealed  that  the  agency  had 
chronic  difficulties  maintaining  sufficient  funds  in  its  bank  account. 
We  did  not  perform  a  full  financial  audit  of  the  agency  and  therefore 
did  not  determine  the  cause  of  the  agency's  cash  flow  problems, 
which  were  ongoing  as  of  the  beginning  of  the  period  under  review. 
Further,  the  agency  failed  to  maintain  the  liability  insurance  that  its 
contract  required  to  protect  the  City  and  County  of  San  Francisco  as 
well  as  the  center  if  lawsuits  related  to  the  center's  operations  occur. 
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DEPARTMENT  OF  AGING  AND  ADULT  SERVICES: 

Most  of  the  Whistle-Blowers'  Allegations  Made  Against  the  Public 
Guardian-Public  Conservator  and  Public  Administrator  Divisions  Were 
Not  Substantiated,  but  the  Department  Should  Better  Manage  These 
Divisions 

(  March  6,  2003)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Public 
Guardian,  Public 
Conservator,  and  Public 
Administrator  Divisions: 

0  Nine  of  the  the  16 
allegations  by  a 
whistleblower 
regarding  the  public 
guardian  and  public 
administrator  were 
untrue  or  could  not  be 
substantiated. 

0   Three  allegations  are 
true  and  reflect 
problems  the 
department  must 
address,  and  three 
allegations  are  true  but 
do  not  indicate 
problems.  We  referred 
a  final  allegation  to  the 
City  Attorney  for 
investigation. 


Background 

Since  fiscal  year  2000-01,  the  functions  of  Public  Guardian, 
Public  Conservator,  and  Public  Administrator  have  been  in 
the  Department  of  Aging  and  Adult  Services  of  the  City  and 
County  of  San  Francisco  (City). 

The  Public  Guardian  is  a  court-appointed  conservator  of  vulnerable 
adults,  mainly  seniors,  who  cannot  handle  their  affairs.  It  collects, 
manages,  and  disburses  funds  for  its  clients,  most  of  whom  receive 
some  type  of  government  aid.  The  Public  Conservator  handles  the 
affairs  of  people  whom  the  Superior  Court  has  determined  have  a 
grave  disability  from  a  mental  disorder.  Referrals  to  the  Public 
Conservator  come  only  from  hospitals.  The  City's  Public  Guardian 
and  Public  Conservator  functions  are  united  in  the  Public 
Guardian — Public  Conservator  division  (public  guardian).  The 
Public  Administrator  division  (public  administrator)  oversees  the 
estates  of  city  residents  who  die  without  a  will  and  have  no  relatives 
to  administer  the  estates  or  when  appointed  by  the  Superior  Court. 
The  public  administrator  secures  and  sells  the  decedent's  assets, 
pays  creditors  and  other  costs,  and  remits  any  remaining  funds  to 
designated  beneficiaries. 

For  fiscal  year  2002-03,  the  public  guardian  has  a  budget  for  38  full- 
time  equivalent  positions,  and  the  public  administrator  has  a  budget 
for  1 1  full-time  equivalent  positions.  The  public  guardian  is 
budgeted  to  spend  $3.2  million  and  recover  $750,000.  The  public 
administrator  is  budgeted  to  spend  $1.0  million  and  generate  $1.8 
million  in  fees. 
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AGING  AND  ADULT  SERVICES  (continued) 


Employees  Alleged  Mismanagement  * 
and  Possible  Fraud 

Two  employees  of  the  public  guardian  alleged  that  there  is  serious 
mismanagement  of  the  public  guardian  and  public  administrator, 
and  that  at  least  one  employee  may  have  been  committing  fraud  by 
accepting  money  from  a  vendor.  Allegations  included  weak  controls 
over  client  assets,  a  lack  of  written  procedures,  and  unqualified 
accounting  staff.  The  allegations  are  fully  described  in  Chapter  One 
of  this  report.  The  City's  Ethics  Commission  referred  the  whistle- 
blowers'  allegations  to  us  for  investigation. 

Most  of  the  Allegations  Are  Unsubstantiated 
and  We  Found  No  Evidence  of  Fraud 

The  majority  (nine)  of  the  whistle-blowers'  sixteen  allegations 
regarding  the  public  guardian  and  public  administrator  were  untrue 
or  could  not  be  substantiated.  However,  many  of  these  allegations 
concern  areas  in  which  we  found  underlying  problems.  We  found 
three  allegations  are  true  and  reflect  problems  the  department  must 
address,  and  three  allegations  are  true  but  do  not  indicate  problems. 
We  referred  a  final  allegation  to  the. City  Attorney  for  investigation. 
Although  we  found  no  evidence  to  support  the  whistle-blowers' 
allegations  that  the  public  guardian  and  public  administrator  engage 
in  illegal  or  improper  activities,  the  serious  management  problems 
in  the  divisions  that  we  did  find  put  client  assets  at  undue  risk  and 
may  impair  the  department's  productivity. 

Safeguards  Over  Client  Property 
Should  Be  Stronger 

The  public  guardian  and  public  administrator  do  not  adequately 
control  how  they  collect,  document,  and  store  client  property.  This 
leaves  property  more  vulnerable  to  theft  or  loss  than  it  should  be, 
and  increases  the  risk  that  employees  will  be  accused  of  stealing 
client  property.  Department  staff  conducts  searches  of  clients' 
homes  in  pairs,  but  may  not  stay  together  within  residences.  This  is 
efficient  but  increases  the  opportunity  for  theft.  In  addition,  because 
the  department  provides  little  oversight  of  the  private  company  that 
collects,  transports,  and  sells  client  property,  there  is  no  way  to 
ensure  that  the  company  accounts  for  and  sells  all  items  for  their 
true  values.  Further,  the  department  cannot  be  sure  that  it 
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AGING  AND  ADULT  SERVICES  (continued) 


knows  where  client  property  is  once  it  is  collected  because  staff 
often  does  not  update  the  records  in  the  divisions'  computer  system. 
Finally,  the  department  does  not  have  a  sound  policy  governing  how 
its  employees  can  access  its  property  storage  room  and  safes. 

Comprehensive  Procedures  Manuals 
Do  Not  Exist 

The  public  guardian  and  public  administrator  have  some  written 
procedures,  but  management  does  not  ensure  that  they  are 
comprehensive,  compiled,  distributed,  and  updated  so  as  to  facilitate 
their  use  by  deputies  and  accounting  staff.  As  a  result,  employees 
are  more  likely  to  learn  accepted  procedures  from  a  coworker,  who 
may  or  may  not  be  right,  or  simply  do  things  they  way  they  see  fit. 
Although  California  law  provides  the  requirements  for  all  county 
public  guardians  and  public  administrators  to  follow,  staff  in  both 
divisions  could  benefit  from  a  manual  or  manuals  that  interpret  state 
and  local  laws,  and  that  explain  the  desired  practices  in  day-to-day 
operations.  In  addition,  the  divisions  do  not  regularly  evaluate  the 
performance  of  their  employees. 

The  Public  Guardian  and  Public  Administrator 
Do  Not  Manage  Their  Workloads  Effectively 

The  workload  of  the  public  guardian  and  public  administrator  has 
increased  significantly  since  fiscal  year  1995-96,  and  neither  the 
public  administrator  nor  the  public  guardian  appears  to  be  managing 
the  increase  as  well  as  it  could.  The  public  guardian  workload  is 
consistent  with  peer  jurisdictions;  however,  the  division  has  a 
backlog  of  cases  and  perceives  itself  as  overwhelmed.  As  the  public 
guardian's  workload  has  increased,  outside  parties  complain  that 
work  is  not  done,  and  the  division's  management  controls  can  suffer 
when  corners  are  cut  to  boost  productivity.  The  public 
administrator's  work  is  less  time-sensitive  than  the  public 
guardian's  and  the  division  recovers  much  more  in  fees  than  the 
cost  to  operate  it,  but  staff  manages  the  heavy  workload  partly  by 
circumventing  management  controls  and  by  delegating  responsible 
work  to  high  school  student  interns. 


14 


AGING  AND  ADULT  SERVICES  (continued) 


The  Court  and  Hospitals  Are  Frustrated 

With  the  Public  Guardian  e 

Employees  of  the  Probate  Court  and  hospitals  told  us  that  some  of 
the  public  guardian  staff  take  too  long  to  do  their  work  and  do  not 
act  professionally.  Reported  problems  include  public  guardian 
employees  often  not  returning  phone  calls  promptly  or  at  all.  The 
hospital  staff  asserted  that  two  public  guardian  deputies,  in 
particular,  are  incompetent  and  hard  to  work  with,  and  that  the 
department's  management  has  not  addressed  complaints  about 
them.  The  hospital  personnel  we  interviewed  are  frustrated  that  their 
employers  funded  a  hospital  liaison  position  in  the  public  guardian, 
only  to  see  the  function  dropped.  The  position,  intended  to  improve 
workflow  from  the  hospitals  to  the  public  guardian,  was  staffed  with 
an  employee  who  took  a  disability  leave  in  2002. 

Management's  Poor  Handling  of  the  Departmental 
Integration  Has  Contributed  to  Low  Morale 

Employees  at  all  levels  of  the  public  administrator  and  public 
guardian  say  that  morale  is  low,  and  they  generally  attribute  the 
problem  to  management's  poor  handling  of  the  departmental 
integration  and  a  high  rate  of  management  turnover.  Employees, 
especially  in  the  public  administrator,  describe  an  atmosphere  of 
mistrust  and  conflict.  Since  the  public  guardian  and  public 
administrator  units  became  part  of  the  Department  of  Aging  and 
Adult  Services  in  2000,  their  staff  has  seen  the  departure  of  the 
entire  management  team  that  was  in  place  when  the  office  was  part 
of  the  Department  of  Administrative  Services.  As  for  integrating  the 
public  guardian  with  the  public  conservator,  which  used  to  be  part 
of  the  Department  of  Public  Health,  one  employee  said  the  staff 
members  who  worked  for  the  public  guardian  function  before  the 
integration  see  themselves  as  a  "vanquished  army."  We  were  told 
that  public  guardian  deputies  feel  badly  that  they  are  paid  less  than 
their  public  conservator  counterparts,  that  two  public  guardian 
deputies  are  on  disability  leave  because  of  conflicts  in  the  office, 
and  that  others  have  left  because  they  were  unhappy  with  the  office. 
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AGING  AND  ADULT  SERVICES  (continued) 


The  Department's  Software  Vendor 
Receives  Excessive  Fees 

We  found  that  the  department  has  a  contract  to  pay  its  software 
vendor,  Panoramic  Software,  Inc.  (Panoramic)  a  large  amount  of 
fees— $329,758  in  2001.  The  $15,900  in  monthly  fees  that  San 
Francisco  is  obligated  to  pay  Panoramic  for  software  and  support 
alone  is  over  four  times  higher  than  the  next  highest  fee  we  found, 
the  $3,600  per  month  that  Solano  and  Alameda  counties  pay  for 
what  should  be  comparable  services.  Although  the  department 
selected  Panoramic  through  a  competitive  solicitation  process 
following  our  1999  audit,  the  contract  with  Panoramic  includes 
services  and  fees  that  were  not  specified  in  the  City's  solicitation 
document.  The  department  should  modify  its  relationship  with 
Panoramic  to  ensure  that  the  department  receives  appropriate 
services  at  fair  prices. 

The  Department  Has  Not  Used  Competitive  Processes 
to  Select,  and  Has  No  Contracts  With,  Its  Brokerage 
Firm  and  Auction  House 

The  public  guardian  and  public  administrator  have  established 
exclusive  or  near-exclusive  relationships  with  both  a  securities 
brokerage  firm,  Prudential  Securities,  Inc.  (Prudential),  and  an 
auction  house,  D.G.W.  Auctioneers,  Inc./Cambridge  Auction  House 
(Cambridge),  without  having  a  competitive  solicitation  process  or 
contract  for  these  services.  Further,  the  department's  contracts  with 
its  tax  preparation  provider  and  property  management  and  real 
estate  service  provider  have  expired.  Neither  competitive  selection 
processes  nor  contracts  are  legally  required  for  these  services  and 
we  found  no  evidence  that  any  of  the  firms  engaged  in  fraudulent 
activity,  as  was  alleged.  However,  some  department  employees 
question  the  divisions'  relationship  with  Prudential.  Further,  the 
department  does  not  monitor  the  activities  of  Cambridge.  The 
department  would  be  more  assured  that  it  is  obtaining  the  best 
available  value  by  establishing  contracts  for  these  services  after 
using  competitive  processes  to  select  the  providers. 
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SOLE  SOURCE  CONTRACTS: 

The  City  Needs  Better  Information  on  and  Improved  Management  of  Its 
Sole  Source  Contracts 

(April  7,  2003)  __ 

RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  City's 
sole  source  contracting 
process: 

0   The  City  currently  has 
no  comprehensive  and 
reliable  data  on  sole 
source  contracts, 
including  the  total 
number  of  the  City's 
sole  source  contracts 
or  their  value. 

0   The  City  has  long-term 
contractual 
relationships  with 
organizations  that 
should  be  subject  to  a 
competitive  selection 
process. 

0   The  "addback" 

procedure  has  allowed 
the  City  to  establish 
some  contracts  and 
add  funding  to  others 
without  competition 
among  potential 
providers. 


In  its  April  2002  report,  the  Civil  Grand  Jury  recommended  that 
the  Controller  audit  and  issue  annual  reports  on  "sole  source" 
contracting  activities  in  the  City  and  County  of  San  Francisco 
(City).  This  report  is  our  first  look  at  the  topic  and  involves  some  of 
the  larger  issues  involved  in  sole  source  contracts,  rather  than  audits 
of  individual  contracts. 

Sole  source  contracts  are  entered  into  without  competition  and  are 
considered  appropriate  when  a  contracting  department  has 
determined  that  only  one  qualified  provider  of  needed  goods  or 
services  is  available.  Although  new  guidelines  and  procedures  for 
sole  source  contracting  have  been  recently  established  by  the  Office 
of  Contract  Administration  (OCA),  historically  the  City's  oversight 
and  knowledge  of  its  contracts  with  sole  source  providers  of  goods 
and  services  have  been  inadequate.  As  a  result,  the  City  cannot  be 
sure  that  in  all  cases  it  has  obtained  the  goods  and  services  it  needs 
through  proper  procedures  and  that  it  has  received  the  best  possible 
value. 

In  general,  the  City: 

•  Does  not  know  the  number  or  value  of  its  sole  source  contracts. 

•  Has  long-term  relationships  with  contractors  where  no 
competitive  process  has  occurred  for  many  years  or  has  never 
occurred. 

•  Improperly  provides  funding  for  specific  contracts  or 
organizations  through  the  Board  of  Supervisors'  "addback" 
process,  and 

•  Should  make  a  number  of  changes  to  allow  for  more  effective 
and  efficient  processing  and  tracking  of  sole  source  contracts. 
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SOLE  SOURCE  CONTRACTS  (continued) 


The  Effectiveness  of  New  Sole  Source  Contracting 
Procedures  of  the  Office  of  Contract  Administration 
Has  Yet  to  Be  Proven 

In  August  2002,  OCA  issued  a  memo  to  department  heads,  contract 
administrators,  and  OCA  purchasers  outlining  a  new  review  and 
approval  procedure  for  all  sole  source  contracts.  The  procedure 
includes  guidelines  for  determining  whether  a  potential  contractor  is 
a  true  sole  source  and  requires  written  justification  for  each  sole 
source  contract.  All  departments  seeking  sole  source  contracts  must 
request  a  waiver  from  OCA  before  they  can  proceed  with  or  enter  a 
sole  source  contract. 

This  new  procedure  for  sole  source  contract  review  and  approval  by 
OCA  is  reasonable  and  should  help  ensure  that  these  contracts  are 
true  sole  source  contracts  and  not  contracts  that  require  competitive 
solicitation.  The  guidelines  from  OCA  are  adequate  for  determining 
when  a  proposed  contractor  is  truly  a  sole  source  and  conform  with 
the  State  of  California's  definition  of  a  sole  source  contract. 
However,  because  OCA's  procedure  was  recently  implemented,  its 
effectiveness  cannot  yet  be  determined. 

The  City  Does  Not  Know  the  Number 
or  Value  of  Its  Sole  Source  Contracts 

The  City  currently  has  no  comprehensive  and  reliable  data  on  sole 
source  contracts,  including  the  total  number  of  the  City's  sole 
source  contracts  or  their  value.  As  a  result,  this  potentially  useful 
information  is  not  available  to  City  policy  makers,  City  department 
contracting  staff,  or  the  public.  None  of  the  City's  several  contract 
databases  contain  sufficient  information  or  possess  adequate 
capability  to  report  comprehensive  information  on  sole  source 
contracts. 

The  only  citywide  reporting  requirement  on  sole  source  contracts  is 
contained  in  the  Sunshine  Ordinance,  which  requires  departments  to 
report  annually  on  their  sole  source  contracts  to  the  Board  of 
Supervisors.  However,  this  provision  only  requires  departments 
with  new  sole  source  contracts  to  report  this  information,  there  is  no 
follow  up  to  require  compliance  with  the  requirement,  and  only 
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SOLE  SOURCE  CONTRACTS  (continued) 


19  departments  filed  a  report  for  fiscal  year  2001-02.  Thus,  we  were 
unable  to  use  the  information  reported  to  obtain  an  accurate  picture 
of  the  extent  of  sole  source  contracting  in  the  City. 

The  City  Has  Long-term  Contractual  Relationships  With 
Organizations  That  Should  be  Subject  to  a  Competitive 
Selection  Process 

A  few  organizations  have  had  contracts  to  provide  key  services  to 
the  City  for  longer  than  the  Administrative  Code  allows.  In  response 
to  a  survey  we  conducted,  at  least  three  City  departments — the 
Airport,  Board  of  Supervisors  and  the  Department  of  Public 
Health — reported  having  contracts  or  a  series  of  contracts  with  the 
same  organizations  for  more  than  1 0  years  without  competitive 
solicitations  or  sole  source  waivers  from  the  City's  Human  Rights 
Commission.  These  practices  bring  into  question  whether  the  City  is 
receiving  the  best  quality  services  at  reasonable  costs.  Strengthening 
the  City's  controls  over  such  contracting  procedures  would  ensure 
that  the  City's  interests  are  adequately  protected  when  the  City  buys 
services  and  that  City  departments  are  complying  with 
Administrative  Code  provisions. 

The  "Addback"  Procedure  Has  Allowed  the  City  to  Establish 
Some  Contracts  and  Add  Funding  to  Others  Without 
Competition  Among  Potential  Providers 

Some  service  provider  organizations  receive  City  contracts  or 
additional  funds  for  existing  City  contracts  without  competing  for 
them  through  the  City's  use  of  "addbacks"  as  part  of  the  annual 
budget  process.  Although  the  San  Francisco  Charter  prohibits  the 
Board  from  prescribing  or  making  suggestions  regarding  any  City 
contract,  the  Board  sometimes  specifies  organizations  to  receive 
City  funds  when  money  saved  through  line-item  cuts  is  added  back 
into  the  budget.  Over  the  past  three  years,  the  Board  has  earmarked 
approximately  $10  million  to  specific  organizations  through  108 
separate  addbacks.  When  the  Board  earmarks  addback  funds  for 
specific  organizations,  it  circumvents  the  City's  normal  competitive 
solicitation  process  and  the  City  loses  the  benefits  that  such  a 
process  provides. 
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SOLE  SOURCE  CONTRACTS  (continued) 


The  City  Needs  to  Make  a  Number  of  Changes 

to  Improve  Its  Effectiveness  and  Efficiency  in  Processing 

and  Tracking  Sole  Source  Contracts 

To  process  and  track  sole  source  contracts  the  City  should: 

•  Legally  define  "sole  source  contract"  in  the  Administrative 
Code. 

•  Modify  existing  databases  or  establish  a  new  database  to 
centralize  and  track  information  on  sole  source  contracting  and 
allow  for  reporting  on  these  contracts. 

•  Improve  contract  wording  to  be  clear  about  the  term  of  the 
contract  so  that  contracts  cannot  be  repeatedly  renewed  or 
reestablished  without  a  new  competitive  process. 

•  Change  the  procedures  of  the  Human  Rights  Commission  to 
ensure  that  only  contracts  requiring  its  approval  are  routed  to 
that  office. 
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FILM  COMMISSION: 

The  Commission  Risks  the  Loss  of  Film  Production  Fees  Due  to  Poor 

Controls  Over  the  Collection  and  Safeguarding  of  Fees 

(May  7,  2003)  


RESULTS  IN  BRIEF 


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Film 
Commission's  Film 
Production  Fund: 

0   The  commission 

properly  assessed  fees 
in  accordance  with  the 
San  Francisco 
Administrative  Code. 

0   The  commission  does 
not  have  adequate 
controls  to  account  for 
and  safeguard  the 
money  it  collects. 

0  As  a  result  of  our  audit, 
the  commission  has 
recently  implemented 
procedures  to  correct 
some  of  the  identified 
weaknesses. 


The  Office  of  the  Controller  conducted  an  audit  of  the  San 
Francisco  Film  Production  Fund  of  the  Film  Commission 
(commission).  The  commission  collects  fees  from  companies 
that  film  in  the  City  and  County  of  San  Francisco  (City).  Although 
the  commission  properly  assessed  fees  in  accordance  with  the  San 
Francisco  Administrative  Code,  Section  57.5(c),  the  auditors  found 
that  the  commission  does  not  have  adequate  controls  to  account  for 
and  safeguard  the  money  it  collects.  For  example,  the  commission 
risks  the  loss  of  film  production  fees  by  not  issuing  pre-numbered 
receipts  when  collecting  fees,  not  maintaining  a  listing  of  cash  and 
checks  submitted  to  the  Office  of  the  Mayor  for  deposit,  not 
reconciling  receipts  to  postings  in  the  City's  accounting  system,  and 
not  always  depositing  receipts  on  a  timely  and  consistent  basis. 
Finally,  the  commission  did  not  submit  required  annual  reports 
detailing  revenues  and  expenditures  to  the  Board  of  Supervisors. 

However,  as  a  result  of  our  audit,  the  commission  has  recently 
implemented  procedures  to  correct  some  of  the  identified 
weaknesses.  Nonetheless,  because  of  the  commission's  poor  and 
inconsistent  accounting  records,  we  could  not  conclude  whether  the 
commission  has  accounted  for  all  the  fees  it  collects. 


0  Because  of  the 

commission's  poor  and 
inconsistent  accounting 
records,  we  could  not 
conclude  whether  the 
commission  has 
accounted  for  all  the  fees 
it  collects. 
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PUBLIC  UTILITIES  COMMISSION: 

The  First  Review  of  Its  Professional  Services  Agreement  With  the 
Water  Infrastructure  Partners 

(June  30,  2003)  


Audit  Highlights... 

Our  audit  of  the  Water 
Infrastructure  Partners 
revealed  the  following: 

0   The  PUC  generally  found 
that  the  partners  and 
subconsultants  are 
performing  satisfactory 
work. 

0   The  partners  did  not 
always  comply  with 
payment  provisions  and 
the  PUC  was  slow  in 
paying  the  partners. 

0  The  partners  made  some 
errors  in  billing  the  PUC 
for  employee  salaries. 

0   The  partners  did  not 
obtain  prior  approval 
before  incurring  other 
direct  charges. 

0   The  PUC  has  not 

approved  payments  for 
other  direct  charges. 

0   The  partners  used 
incorrectly  provisional 
overhead  rates  rather 
than  actual  overhead 
rates. 

0   The  PUC  paid  improperly 
three  subconsultants  at 
fixed  rates,  instead  of 
direct  labor  rates. 

0   The  PUC  has  not 

implemented  prior  audit 
recommendations. 


RESULTS  IN  BRIEF 

The  Public  Utilities  Commission  (PUC)  of  the  City  and 
County  of  San  Francisco  generally  found  that  the  work 
conducted  by  the  Water  Infrastructure  Partners  (partners)  in 
its  professional  services  agreement  (agreement)  with  the  PUC  to  be 
satisfactory.  However,  the  partners  did  not  always  fulfill  the 
compensation  provisions  of  its  agreement  to  provide  program 
management  and  construction  management  services  that  support  the 
PUC's  water,  power,  and  sewer  capital  improvement  program. 

The  PUC  staff  members  who  manage  and  evaluate  the  projects  that 
the  partners  completed  generally  found  that  the  partners  and  its 
subconsultants  are  performing  satisfactory  work.  The  PUC  rated  the 
partners  as  meeting  or  exceeding  requirements  on  14  of  the  17  tasks 
or  subtasks  the  partners  initiated  from  June  2002  through  December 
2002.  However,  in  three  evaluations,  the  PUC  assigned  a  rating  of 
needs  improvement  on  some  of  the  weighted  criteria  it  used  in  the 
evaluations.  Furthermore,  the  PUC  has  not  yet  paid  the  partners  the 
required  semiannual  performance  fee. 

We  reviewed  the  payroll  and  overhead  costs  included  in  a  sample  of 
invoices  submitted  by  the  partners  and  reviewed  and  paid  by  the 
PUC  as  of  April  25,  2003.  The  PUC  completed  its  review  of 
invoices  that  the  partners  had  submitted  through  January  31,  2003, 
for  services  rendered  from  June  2002  through  December  2002.  The 
charges  on  these  invoices  totaled  $3,214,189,  and  the  charges  on  the 
invoices  included  in  our  sample  totaled  $2,131,494. 

Although  the  partners  generally  complied  with  the  agreement  when 
submitting  its  invoices  and  supporting  documents,  the  PUC  was 
slow  in  paying  the  partners'  invoices.  We  also  found  that  the 
partners  and  its  subconsultants  made  some  errors  in  billing  the 
PUC.  Specifically,  for  the  sample  of  employee  salaries  that  we 
reviewed,  the  partners  underbilled  the  PUC  $22,435  for  several 
employees  and  overbilled  the  PUC  $73,1 10  for  several  other 
'employees.  However,  the  PUC  identified  most  of  the  overbillings 
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PUBLIC  UTILITIES  COMMISSION  (continued) 


and  disallowed  $61,462  of  the  overbillings.  Therefore,  the  net  result 
is  that  the  partners  underbilled  the  PUC  and  the  PUC 
underpaid  the  partners  $10,787  for  the  invoices  that  we  reviewed. 
These  were  the  only  significant  billing  errors  that  we  identified  out 
of  the  $2.13  million  of  invoices  that  we  reviewed. 

The  partners  and  its  subconsultants  incorrectly  charged  their 
provisional  overhead  rates  instead  of  the  required  actual  overhead 
rates  in  their  reimbursement  requests  to  the  PUC  for  the  work  the 
partners  and  subconsultants  conducted  on  the  agreement. 

The  PUC  improperly  paid  three  subconsultants  at  fixed  rates  for  the 
services  they  provided  to  the  PUC.  The  agreement  between  the  PUC 
and  the  partners  only  addresses  payment  of  actual  salaries 
multiplied  by  an  overhead  rate.  In  another  case,  a  fourth 
subconsultant  charged  for  the  services  of  two  independent 
contractors  it  hired  to  assist  it  in  providing  services  to  the  PUC.  In 
this  instance,  the  subconsultant  charged  for  the  contractors'  services 
at  fixed  rates  and  then  also  inappropriately  charged  overhead  rates 
for  the  contractors. 

When  reviewing  all  the  other  direct  charges  that  the  partners 
requested  for  reimbursement,  we  found  that  the  partners  did  not 
obtain  prior  approval  to  incur  these  other  direct  charges.  Because 
the  partners  did  not  get  prior  approval  from  the  PUC,  the  PUC  does 
not  intend  to  pay  the  partners  $1 10,148  in  other  direct  charges. 

Finally,  the  PUC  has  not  implemented  prior  audit  recommendations 
that  would  assist  it  in  better  managing  its  agreement  with  the 
partners.  The  PUC  has  not  taken  sufficient  corrective  action  to  pay 
the  partners'  invoices  on  a  timely  basis,  does  not  require  the 
partners  and  subconsultants  to  submit  payroll  registers  of  employees 
assigned  to  work  on  the  agreement  to  verify  their  salaries,  and  has 
not  made  sure  all  parties  are  in  agreement  as  to  what  constitutes 
other  direct  costs  that  will  be  reimbursed  by  the  PUC.  Also,  the 
PUC  has  not  allocated  sufficient  resources  to  the  overall 
management  of  the  agreement.  Although  the  PUC  assigns  project 
managers  who  work  with  the  partners'  staff  on  various  task  orders, 
the  PUC  has  not  assigned  enough  project  management  staff  to 
oversee  the  entire  project.  For  example,  the  project  management 
staff  consists  of  two  part-time  staff  who  also  have  other 
responsibilities  in  the  PUC.  There  needs  to  be  more  monitoring  of 
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PUBLIC  UTILITIES  COMMISSION  (continued) 


both  the  financial  and  performance  aspects  of  the  agreement.  Due  to 
the  lack  of  sufficient  program  management  staff,  the  PUC  has  not 
been  able  to  track  all  of  the  invoices  submitted  by  the  partners,  nor 
account  for  all  of  the  payments  and  resulting  adjustments  made  by 
both  the  PUC  and  the  partners.  Also,  the  performance  measurement 
and  fee  payment  process  has  not  been  finalized  and  as  a  result,  the 
partners  have  not  been  paid  a  performance  fee. 
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APPENDIX  A 

AUDIT  REPORTS  ISSUED  DURING  FISCAL  YEAR  2002-03 


Date  Number  of  > 
 Title  of  Report  Issued  Recommendations 

Financial  Audit  Reports 

Office  of  the  Treasurer  and  Tax  Collector:  07/08/02 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  March  3 1 ,  2002 

Department  of  Administrative  Services:  07/09/02 
A  Review  of  the  Purchasing  Card  Program 

San  Francisco  Children  and  Families  09/03/02 
Commission:  Financial  Statements  Audit  July 
1,  2001,  Through  June  30,  2002 

Board  of  Supervisors:  Pacific  Gas  and  09/17/02 
Electric  Company  Properly  Paid  Its  Franchise 
Fees  From  January  1,  2000,  Through 
December  31,  2000 

Office  of  the  Treasurer  and  Tax  Collector:  10/31  /02 

Statement  of  Cash  and  Investments  for  the 
Year  Ended  June  30,  2002 

Juvenile  Probation  Commission:  Financial  1 1/01/02 

Statement  Audit  of  the  Repeat  Offender 
Prevention  Program  I  From  July  1,  1998, 
Through  June  30,  2002 

Police  Department:  Charitable  Organization  12/23/02 
Audit  of  the  Gayatri  Foundation 

Police  Department:  Charitable  Organization  12/23/02 
Audit  of  WTC  Healing  Project 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports  (continued) 

Police  Department:  Charitable  Organization  12/23/02 
Audit  of  Cultural  Media  Services,  Inc. 

Department  of  Telecommunications  and  01/3 1/03 
Information  Services:  A  Review  of  the 
Department  Head  Transition 

Office  of  the  Treasurer  and  Tax  Collector:  02/03/03 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  September  30,  2002 

Department  of  Human  Services:  A  Review  of  02/04/03 
the  Department  Head  Transition 

San  Francisco  Police  Department:  A  Review  02/10/03 
of  the  Department  Head  Transition 

Office  of  the  Public  Defender:  A  Review  of  03/07/03 
the  Department  Head  Transition 

Department  of  Aging  and  Adult  Services:  A  03/14/03 
Review  of  the  Department  Head  Transition 

Office  of  the  Assessor-Recorder:  A  Review  of  03/1 8/03 
the  Department  Head  Transition 

Office  of  the  Treasurer  and  Tax  Collector:  03/24/03 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  December  31,  2002 

Office  of  the  Assessor-Recorder:  03/27/03 
Report  of  Reassessments  and  Mandated 
Audits  Completed  December  16,  2001, 
Through  December  15,  2002 
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Date  Number  of 
 Title  of  Report  Issued  Recommendations 

Financial  Audit  Reports  (continued) 

Film  Commission:  The  Commission  Risks  the  05/07/03  5  >-s 

Loss  of  Film  Production  Fees  Due  to  Poor 
Controls  Over  the  Collection  and 
Safeguarding  of  Fees 

Public  Utilities  Commission:  The  First  06/30/03  9 

Review  of  Its  Professional  Services 
Agreement  With  the  Water  Infrastructure 
Partners 

Office  of  the  Treasurer  and  Tax  Collector:  06/30/03 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  March  31,  2003 


Compliance  and  Investigative  Audit  Reports 

Department  of  Elections:  The  Former  Director  07/22/02 
of  Elections  Ordered  More  Ballots  Than 
Prudent  for  the  March  2002  Primary  Election 

Human  Rights  Commission:  The  Joint  08/14/02 
Venture  of  DeSilva  Gates/Ramirez  Met  the 
Objectives  for  Minority  Business  Enterprise 
Participation  in  Its  Contract  With  the  Airport 

Human  Rights  Commission:  Barri  Electric  08/26/02 
Company,  Inc.,  Met  the  Objectives  for 
Women  Business  Enterprise  Participation  in 
Its  Contract  With  the  Airport 

Mayor's  Office  of  Community  Development:  1 1/04/02  4 

The  Allegation  That  the  Housing  Rights 
Committee  Used  Mayor's  Office  of 
Community  Development  Funds  for  Political 
Lobbying  Cannot  be  Substantiated 
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Date  Number  of 
 Title  of  Report  Issued  Recommendations 

Compliance  and  Investigative  Audit  Reports  (continued) 

Department  of  Children,  Youth  and  Their  01/1 3/03 

Families:  The  Department  Did  Not  Fund  Any 
Printing  or  Outside  Production  Costs  for  the 
Arab  Cultural  Center's  Guidebook 


Department  of  Building  Inspection:  The  01/15/03  4 

Manager  of  the  Department's  Management 
Information  Services  Division  Improperly 
Approved  Prepaying  a  City  Vendor  for 
Incomplete  Work 

Human  Rights  Commission:  In  its  Contract  02/04/03  5 

With  the  Public  Utilities  Commission,  the 

Joint  Venture  of  CET  Environmental 

Services,  Inc./Gabewell  Did  Not  Fully  Meet 

the  Objectives  for  Participation  by  Minority  or 

Women  Business  Enterprises 

Human  Rights  Commission:  J.  Flores  02/07/03  3 

Construction  Company,  Inc.,  Did  Not  Meet 

Some  of  the  Participation  Levels  for  Minority 

and  Women  Business  Enterprise 

Subcontractors  in  Its  Contract  With  the  Public 

Utilities  Commission 


Department  of  Human  Services:  The  02/19/03  3 

Sojourner  Truth  Foster  Service  Agency 
Overbilled  the  City,  Failed  to  Meet  Payment 
Deadlines,  and  Did  Not  Maintain  Adequate 
Insurance  Coverage 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Performance  Audit  Reports 

The  Office  of  the  County  Clerk:  The  County  08/26/02  7 

Clerk  Is  Well  Managed  and  Operates 

Efficiently 

Department  of  Aging  and  Adult  Services:  03/06/03  26 

Most  of  the  Whistle-Blowers'  Allegations 

Made  Against  the  Public  Guardian-Public 

Conservator  and  Public  Administrator 

Divisions  Were  Not  Substantiated,  But  the 

Department  Should  Better  Manage  These 

Divisions 

Sole  Source  Contracts:  The  City  Needs  Better  04/07/03  22 

Information  on  and  Improved  Management  of 
Its  Sole  Source  Contracts 


Other  Reports 

Office  of  the  Controller:  Audits  Division' s  07/22/02 
Annual  Report  for  Fiscal  Year  2001-02 

Board  of  Supervisors:  Status  of  the  08/01/02 
Implementation  of  the  Recommendations  of 
the  2000-2001  Civil  Grand  Jury 

Office  of  the  Controller:  Index  of  Audit  09/03/02 
Reports  Issued  for  Fiscal  Year  1982-83, 
Through  Fiscal  Year  2001-02 

Office  of  the  Controller:  Annual  Audit  Plan  01/28/03 
for  Fiscal  Year  2002-03 
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APPENDIX  B 

CHARTER  AND  MISSION  OF  THE  CONTROLLER'S  AUDITS  DIVISION 


CHARTER 


The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit  office 
within  the  Controller's  Office.  According  to  the  City  Charter, 
Section  3.105,  and  Administrative  Code,  Section  2.92,  the  Audits 
Division,  on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees  of  the 
City  charged  in  any  manner  with  the  custody,  collection,  or 
disbursement  of  funds,  including  all  accounts  of  money  received  by 
the  Office  of  the  Treasurer  and  Tax  Collector.  The  Audits  Division 
is  further  charged  to  evaluate  the  effectiveness  and  efficiency  of  the 
operations  of  all  boards,  commissions,  offices,  and  departments. 
To  carry  out  its  duties,  the  Audits  Division  shall  have  access  to, 
and  authority  to  examine  all  documents,  records,  books,  and  other 
property  of  any  board,  commission,  officer,  or  department.  Further, 
when  requested,  the  Audits  Division  shall  audit  the  accounts  of  an 
officer  or  department. 


MISSION 


The  Audits  Division  is  responsible  for  providing  independent 
audits  and  reviews  within  the  City  as  a  service  to  the  citizens  of 
San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and 
departments.  The  Audits  Division  evaluates  systems  of  internal 
controls  over  City  finances  and  operations  to  assure  assets  are 
protected  and  managed  in  accordance  with  all  requirements 
stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  Audits  Division 
also  provides  recommendations  to  help  management  in 
determining  how  to  maximize  the  use  of  resources  and  in 
providing  adequate  service  levels.  The  Audits  Division  reports  the 
findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors,  Civil 
Grand  Jury,  the  appropriate  commissions,  and  department 
management. 

The  Audits  Division  accomplishes  its  mission  through  financial, 
performance,  investigative,  and  concession  audits. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
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AUDITS  DIVISION 


Ed  Harrington 
Controller 


Monique  Zmuda 
Deputy  Controller 


September  10,  2004 


04011 


Ed  Harrington,  Controller 

City  and  County  of  San  Francisco 

City  Hall,  Room  316 

1  Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

The  Controller's  Audits  Division  (division)  presents  its  annual  report  summarizing  the 
accomplishments  of  the  division  during  fiscal  year  2003-04.  The  report  highlights  some  of 
the  more  significant  audit  reports  issued  during  this  period,  and  lists  all  the  audit  reports 
and  program  reviews  issued  during  the  year. 

The  division  issued  a  total  of  54  reports  during  the  year.  The  division  completed  18 
financial  audits,  including  audits  of  the  Office  of  the  Treasurer  and  Tax  Collector,  the 
Public  Utilities  Commission,  and  the  San  Francisco  County  Transportation  Authority.  In 
addition,  the  division  completed  five  program  reviews,  including  an  assessment  of  the 
Fire-EMS  System,  the  City's  contracting  process,  and  Recreation  and  Park  Department's 
staffing  model  for  the  aquatics  program.  The  division  also  completed  12  concession  audits 
for  the  Airport  Commission,  Parking  and  Traffic  Department,  and  the  Port  Commission. 
The  division  audited  more  than  $70.5  million  in  fees  paid  to  these  agencies,  and  because 
tenants  realize  that  they  are  subject  to  audit  by  the  City  and  County  of  San  Francisco,  the 
majority  of  the  tenants  correctly  paid  their  rents.  However,  in  its  concession  audits,  the 
division  identified  $73,000  in  additional  fees  due  from  tenants,  and  $86,000  in  fees  due  to 
tenants. 

The  division  schedules  more  audits  than  it  can  complete  each  year.  The  audits  it  did  not 
complete  during  the  fiscal  year  are  carried  over  to  the  next  fiscal  year  for  completion. 

Respectfully  submitted, 


Noriaki  Hirasuna 
Director 
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The  mission  of  the  Office  of  the  Controller  (controller)  of  the  City 
and  County  of  San  Francisco  (City)  is  to  ensure  the  City's  financial 
integrity  and  promote  efficient,  effective,  and  accountable 
government.  The  controller's  vision  is  to  strive  to  be  a  model  for 
good  government  and  to  make  the  City  a  better  place.  One  means 
for  the  controller  to  achieve  its  mission  is  to  provide  independent 
audits  and  reviews  of  city  departments  and  those  entities  that  do 
business  with  the  City.  The  Controller's  Audits  Division  (division), 
the  auditing  arm  of  the  controller,  is  responsible  for  providing 
independent  audits  and  reviews  within  the  City  as  a  service  to  the 
citizens  of  San  Francisco  as  well  as  to  the  City's  boards, 
commissions,  and  departments.  This  annual  report  summarizes  the 
activities  of  the  division  in  fiscal  year  2003-04. 
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ANNUAL  REPORT  FOR  FISCAL  YEAR  2003-04 

INTRODUCTION 


ihe  Controller's  Audits  Division  (division)  in  its  audit  plan 
for  fiscal  year  2003-04  identified  a  number  of  audits  that  it 
planned  to  include  as  part  of  its  audit  program  in  the 


financial,  performance,  and  concession  audit  areas.  For  example, 
the  division  identified  audits  of  the  Office  of  the  Treasurer  and  Tax 
Collector,  franchise  fee  audits,  and  compliance  audits.  The  table 
below  presents  the  number  of  audit  reports  and  reviews  issued  in 
each  of  the  division's  major  audit  areas  and  the  number  of  audits  it 
had  in  progress  as  of  June  30,  2004. 

The  division  schedules  more  audits  than  it  can  complete  each  year. 
The  audits  it  did  not  complete  during  the  fiscal  year  are  carried 
over  to  the  next  fiscal  year  for  completion.  In  fiscal  year  2001-02, 
the  division  issued  65  audit  reports.  In  fiscal  year  2002-03,  the 
division  issued  46  audit  reports.  In  fiscal  year  2003-04,  the  division 
issued  54  audits  and  reviews. 

TABLE 


Audit  and  Program  Review  Reports  Issued  in  Fiscal  Year  2003-04 


Audits  in 

Audits  Planned 

Reports 

Audits  in 

Progress 

for  Fiscal  Year 

Total 

Issued 

Progress 

as  of 

2003-04 

as  of 

as  of 

6/30/03 

6/30/04 

6/30/04* 

Financial 

11 

22 

33 

18 

15 

Revolving  Fund 

4 

8 

12 

7 

5 

Performance 

2 

2 

4 

0 

4 

Program  Reviews 

0 

6 

6 

5 

1 

Compliance 

5 

17 

22 

9 

13 

Investigation 

0 

3 

3 

0 

3 

Other 

1 

3 

4 

3 

1 

Concession 

10 

13 

23 

12 

11 

Total 

33 

74 

107 

54 

53 

This  total  does  not  include  other  planned  audits  that  had  not  been  started. 
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AUDIT  HIGHLIGHTS 


The  division's  reports  addressed  a  wide  range  of  issues  important 
to  City  officials  and  managers.  The  reports  contained 
recommendations  that  provided  management  with  a  basis  for 
improving  operations,  and  developing  more  effective  and  efficient 
operations. 

Financial 

The  division  completed  18  financial  audits,  including  audits  of  the 
Office  of  the  Treasurer  and  Tax  Collector,  the  Public  Utilities 
Commission's  contract  with  the  Water  Infrastructure  Partners,  and 
the  San  Francisco  County  Transportation  Authority. 

Program  Reviews 

The  division  completed  five  program  reviews,  including 
assessments  of  the  City's  contracting  process,  the  Fire-EMS 
system,  and  Recreation  and  Park's  staffing  model  for  its  aquatics 
program. 

Concession 

The  division  completed  concession  audits  for  the  Airport 
Commission  (Airport),  Parking  and  Traffic  Commission  (Parking 
and  Traffic),  and  Port  Commission  (Port).  Some  of  the  results  of 
the  audits  include  the  following: 

•  Airport  Commission: 

Issued  seven  reports.  Audited  more  than  $34  million  in 
fees  paid  by  tenants  to  the  Airport.  The  division 
identified  $73,000  due  to  the  Airport  and  $86,000  due 
to  one  tenant. 

•  Parking  and  Traffic  Commission: 

Issued  three  reports.  Audited  $33.7  million  in  fees  paid 
by  tenants  to  Parking  and  Traffic. 

•  Port  Commission: 

Issued  two  reports.  Audited  $2.8  million  in  fees  paid  by 
tenants  to  the  Port. 
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DEPARTMENT  OF  ELECTIONS: 

Review  of  the  Department  of  Elections'  Ceil  Phone  Use  for  the  March 
2002  Primary  Election 

(August  6,  2003)  


Audit  Highlights... 

Our  audit  of  the 
Department  of  Elections 
revealed  the  following: 

0   The  department  did  not 
keep  adequate  and 
complete  records  of 
cell  phones  in  its 
possession  or  the  use 
of  those  cell  phones. 

EJ  The  department  did  not 
adequately  control  cell 
phone  use  immediately 
before  and 

immediately  following 
the  March  2002 
primary  election. 

IZI   Some  cell  phones 
incurred  more  than 
$300  in  charges  for 
local  calls  for  the 
seven-day  period  we 
reviewed. 


RESULTS  IN  BRIEF 

At  the  request  of  the  Elections  Commission,  we  conducted  a 
review  of  the  Department  of  Elections'  (department)  use  of 
cell  phones  for  the  March  2002  primary  election.  We  were 
unable  to  conduct  a  complete  review  because  the  department  did 
not  keep  adequate  and  complete  records  of  the  cell  phones  in  its 
possession  or  the  use  of  those  cell  phones.  We  did  review  summary 
records  of  cell  phone  charges  incurred  during  the  period 
immediately  before  and  immediately  following  the  date  of  the 
election,  and  found  that  the  department  did  not  effectively  control 
cell  phone  use  and  that  some  cell  phones  incurred  more  than  $300 
in  charges  for  local  calls  for  the  seven-day  period  we  reviewed.  In 
other  instances,  we  found  that  cell  phones  were  used  to  make  long 
distance  calls.  We  also  found  that  the  department's  inventory  of 
313  phones  does  not  agree  with  the  Department  of 
Telecommunications  and  Information  Services'  (DTIS)  inventory 
of  526  phones.  This  is  because  DTIS'  records  include  all  phones 
that  the  department  has  ever  been  billed  for  by  AT&T  Wireless. 

To  prepare  for  the  upcoming  elections  in  October,  November,  and 
thereafter,  the  department  should  reconcile  and  maintain  its 
inventory  of  phones,  ensure  that  its  cell  phone  plans  are  cost 
effective,  and  continue  to  review  and  monitor  its  cell  phone 
invoices  for  improper  or  excessive  use. 
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PUBLIC  UTILITIES  COMMISSION: 

The  Fourth  Review  of  Its  Professional  Services  Agreement  With  the 
San  Francisco  Water  Alliance 

(August  18,  2003)  


Audit  Highlights... 

Our  audit  of  the  San 
Francisco  Water  Alliance 
revealed  the  following: 

0   The  PUC  concluded 
that  the  alliance  met 
requirements  in 
performing  its  work. 


RESULTS  IN  BRIEF 

The  San  Francisco  Water  Alliance  (alliance)  did  not  always 
fulfill  the  compensation  provisions  of  its  professional 
services  agreement  with  the  Public  Utilities  Commission 
(PUC)  of  the  City  and  County  of  San  Francisco.  The  agreement 
directs  the  alliance  to  provide  program  management  and 
construction  management  services  that  support  the  PUC's  water, 
power,  and  sewer  capital  improvement  program. 


0   The  alliance  did  not 
always  comply  with 
payment  provisions, 
and  the  PUC  was  slow 
in  paying  the  alliance. 

0   The  alliance  made 
some  errors  in  billing 
the  PUC. 

0   The  alliance  exceeded 
the  maximum  allowed 
in  giving  labor  rate 
raises  to  employees. 

0    The  PUC  paid 
improperly  four 
subconsultants  at 
fixed  rates,  instead  of 
direct  labor  rates. 

0   The  alliance  used 
incorrectly  provisional 
overhead  rates  rather 
than  actual  overhead 
rates. 

0  The  PUC  needs  to 
determine  the  final 
payment  due  to  or 
owed  from  the  alliance. 


The  PUC  staff  members,  who  manage  and  evaluate  the  projects 
that  the  alliance  performed,  concluded  that  the  alliance  met 
requirements  in  performing  its  work.  During  the  period  from 
December  2001  through  June  2002,  the  alliance  started  work  on  17 
task  orders.  As  of  June  30,  2002,  the  alliance  completed  three  task 
orders,  and  the  PUC  evaluated  the  work  performed  by  the  alliance 
through  April  14,  2002,  as  meeting  requirements  on  two  of  the 
tasks  and  partially  fulfilling  the  work  on  the  third  task  order.  For 
the  14  tasks  that  were  still  in  progress,  the  PUC  rated  the  alliance 
as  meeting  requirements  for  8  tasks,  and  partially  fulfilling 
requirements  for  the  remaining  6  tasks. 

We  reviewed  the  payroll  and  overhead  costs  included  in  a  sample 
of  invoices  submitted  by  the  alliance  for  the  services  rendered  from 
December  2001  through  June  2002.  The  charges  on  these  invoices 
totaled  $4,309,295  and  the  charges  on  the  invoices  included  in  our 
sample  totaled  $2,388,095  (55  percent). 

Although  the  alliance  generally  complied  with  the  agreement  when 
submitting  its  invoices  and  supporting  documentation,  the  PUC 
was  slow  in  paying  the  alliance.  Furthermore,  the  alliance  and  its 
subconsultants  made  some  errors  in  billing  the  PUC.  The  alliance 
members  did  not  consistently  and  correctly  adjust  the  direct  labor 
payroll  rates  of  some  of  their  employees.  The  agreement  provides 
that  direct  labor  payroll  rates  can  be  adjusted  annually,  but  is  to  be 
limited  to  a  maximum  of  the  previous  year's  change  in  the 
Consumer  Price  Index  (CPI)  for  San  Francisco  Bay  Area  wages. 
For  the  period  under  review,  the  applicable  change  in  the  CPI  is  5 
percent.  Bechtel  Infrastructure  Corporation  (Bechtel)  complied 
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PUBLIC  UTILITIES  COMMISSION  (continued) 


with  the  agreement  and  limited  its  staffs  hourly  rate  increase  to  an 
average  of  4.9  percent.  Although  two  of  the  six  remaining 
members  of  the  alliance  that  gave  raises  to  its  staff  did  not  exceed 
5  percent,  four  members  (two  joint  venture  partners  and  two 
subconsultants)  gave  increases  that  ranged  from  5.4  to  7.8  percent. 

When  reviewing  all  the  other  direct  charges  that  the  alliance 
requested  for  reimbursement,  we  found  that  the  alliance  submitted 
some  invoices  that  were  rejected  by  the  PUC  for  lack  of  pre- 
approval  and  because  the  PUC  did  not  find  the  costs  to  be 
necessary.  As  a  result,  the  PUC  withheld  payment  on  $5,749  in 
other  direct  charges  out  of  a  total  of  $125,125. 

The  PUC  paid  improperly  four  subconsultants  at  fixed  rates  for  the 
services  they  provided  to  the  PUC.  The  agreement  between  the 
PUC  and  the  alliance  only  addresses  payment  of  actual  salaries 
multiplied  by  an  overhead  rate.  The  PUC  also  paid  another 
subconsultant  at  fixed  rates  for  an  independent  contractor  hired  by 
the  subconsultant;  in  addition,  the  subconsultant  inappropriately 
charged  an  overhead  rate  for  the  contractor.  According  to  the 
agreement,  the  overhead  multiplier  is  to  be  applied  to  direct 
salaries. 

The  PUC  was  also  not  consistent  in  calculating  the  performance 
fee  that  it  paid  to  the  alliance.  Although  the  PUC's  program 
manager  for  the  agreement  stated  that  the  performance  fee  should 
be  based  on  the  total  amount  of  invoices  paid  to  the  alliance,  the 
PUC  paid  the  performance  fee  based  on  the  total  amount  of 
invoices  billed  by  the  alliance.  The  PUC  did  not  consider  whether 
it  would  have  disallowed  some  of  the  charges  on  the  invoices  and 
as  a  result  would  have  paid  a  lower  amount.  Further,  the  alliance 
included  as  part  of  its  performance  fee  calculation  a 
subconsultant's  invoices  that  were  paid  on  a  fixed  rate  basis.  While 
the  agreement  does  not  address  using  fixed  rate  payments  to  be 
included  in  calculating  the  performance  fee  due  to  the  alliance,  the 
alliance  not  only  received  the  performance  fee  but  also  did  not 
distribute  the  $7,336  performance  fee  to  the  subconsultant;  instead 
it  distributed  the  fee  to  two  of  its  three  joint  venture  partners. 

The  alliance  also  continued  to  use  incorrectly  the  provisional 
overhead  rates  initially  established  in  the  agreement;  however,  the 
agreement  requires  the  alliance  to  adjust  the  provisional  rates  to 
actual  overhead  rates  that  are  established  through  audits. 
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PUBLIC  UTILITIES  COMMISSION  (continued) 


Moreover,  the  PUC  did  not  require  the  alliance  to  change  its 
overhead  rates  but  instead  allowed  the  alliance  to  use  the 
provisional  rates. 

Finally,  the  PUC  still  needs  to  determine  the  final  amount  either 
owed  to  or  due  from  the  alliance.  The  PUC  estimates  the  final 
closeout  of  the  agreement  will  occur  sometime  during  the  period 
January  2004  through  March  2004,  even  though  the  alliance 
stopped  work  under  this  agreement  in  June  2002.  According  to  the 
PUC,  it  has  to  wait  for  the  overhead  audits  of  the  prime  consultants 
and  some  of  the  subconsultants,  which  will  not  be  available  until 
early  2004,  before  it  can  determine  the  final  amount  due  to  or 
owed  from  the  alliance. 
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AIRPORT  COMMISSION: 

Concession  Audit  of  SBC  California 
(September  22,  2003)  


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Airport's 
lease  with  SBC  California: 

0   SBC  underreported  its 
gross  revenues  by 
$624,065,  but  does  not 
owe  additional  rent 
because  it  pays  rent 
based  on  the  greater  of 
a  passenger-based  fee 
or  a  minimum  annual 
guarantee,  and  not 
based  on  a  percentage 
of  gross  revenues 

0  Because  the  sales 
reports  that  SBC 
submitted  to  the 
Airport  had  significant 
errors  in  reporting 
SBC's  gross  revenues, 
the  Airport  director 
assessed  SBC  a  fine 
totaling  $73,000. 


RESULTS  IN  BRIEF 

The  Office  of  the  Controller  presents  its  report  concerning  the 
audit  of  the  gross  revenues  from  the  public  communication 
services  provided  by  Pacific  Bell  Telephone  Company, 
doing  business  as  SBC  California  (SBC).  SBC  has  a  lease  with  the 
Airport  Commission  of  the  City  and  County  of  San  Francisco  that 
gives  SBC  the  exclusive  right  to  provide  public  communication 
services  at  the  San  Francisco  International  Airport.  The  services 
include  providing  public  payphone  equipment  and  related  services, 
prepaid  calling  cards,  and  internet  access. 

SBC  is  required  to  report  monthly  its  gross  revenues  to  the  Airport 
Department.  The  Airport  Department  requested  that  we  conduct 
this  audit  to  verify  whether  SBC  correctly  reported  gross  revenues 
from  July  1,  2000,  through  June  30, 2002. 

SBC  reported  gross  revenues  of  $7,297,275  during  the  audit  period 
to  the  Airport,  but  underreported  its  gross  revenues  by  $624,065  (8 
percent).  Because  SBC  pays  rent  based  on  the  greater  of  a 
passenger-based  fee  or  a  minimum  annual  guarantee,  and  not  based 
on  a  percentage  of  gross  revenues,  the  underreported  gross 
revenues  did  not  affect  SBC's  rental  payments  to  the  Airport 
Department.  However,  because  the  sales  reports  that  SBC 
submitted  to  the  Airport  had  significant  errors  in  reporting  SBC's 
gross  revenues,  the  Airport  director  assessed  SBC  a  fine  totaling 
$73,000.  In  addition,  because  of  the  erroneous  sales  reports,  the 
Airport  director  may  charge  SBC  approximately  $45,000  for  the 
cost  of  this  audit. 
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PORT  COMMISSION: 

Concession  Audit  of  CM. P.  Service  Partnership 
(December  2,  2003)  


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  Port's 
lease  with  CM. P.  Service 
Partnership: 

EJ   CM. P.  correctly 
reported  gross 
receipts  of  $1,719,056, 
and  paid  $1,061,828  in 
rent,  for  both  lots 

0   The  Port  incorrectly 
issued  monthly  rent 
credits  totaling  more 
than  $73,000  to  CM.P. 
as  compensation  for 
parking  spaces 
provided  to  Port 
employees  and 
vehicles. 


RESULTS  IN  BRIEF 

The  Office  of  the  Controller  presents  its  report  concerning  the 
audit  of  CM.P.  Service  Partnership  (C.M.P.).  The  Port  of 
San  Francisco  (Port),  acting  under  the  authority  of  the  Port 
Commission,  maintained  two  month-to-month  leases  with  CM.P. 
to  operate  two  public  parking  lots  along  the  Embarcadero.  This 
audit  evaluates  whether  CM.P.  complied  with  the  reporting  and 
rental  payment  provisions  of  its  leases  from  January  1 ,  2000, 
through  December  31,  2002. 


During  the  audit  period,  CM.P.  correctly  reported  gross  receipts  of 
$1,719,056,  and  paid  $1,061,828  in  rent,  for  both  lots.  However, 
the  audit  found  that  the  Port  used  a  number  of  parking  spaces  in 
one  lot  to  provide  Port  employee  and  Port  vehicle  parking,  and  that 
the  Port  incorrectly  issued  monthly  rent  credits  to  CM.P.  as 
compensation  for  taking  these  parking  spaces  out  of  public  use. 
These  rent  credits  totaled  $73,132  during  the  audit  period.  We 
found  that  Port  staff  unnecessarily  issued  these  credits,  and  did  so 
without  appropriate  approval  or  documentation. 
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PORT  COMMISSION: 

The  Port  Needs  to  Improve  Its  Administration  of  Leases  With  CM. P. 
Service  Partnership 

(January  6,  2004)  


Audit  Highlights... 

The  following  was 
revealed  in  our  audit  of 
the  Port's  management 
of  its  lease: 

0   The  Port  approved 
the  month-to-month 
lease  for  a  parking 
lot  without  a 
competitive  bidding 
process. 

0   The  Port  subsidized 
employee  parkng 
costs  without 
reporting  the  benefit 
to  the  Internal 
Revenue  Service. 


RESULTS  IN  BRIEF 

The  Audits  Division  recently  completed  its  concession  audit 
of  C.M.P.  Service  Partnership  (C.M.P.).  This  audit  covered 
leases  to  operate  two  parking  lots  on  The  Embarcadero  in 
San  Francisco  for  general  public  parking.  One  lease  was  for 
Seawall  Lot  314  at  Bay  Street  and  The  Embarcadero  (Bay  Street 
Lot),  and  the  other  lease  was  for  Seawall  Lot  351  at  Washington 
Street  and  The  Embarcadero  (Washington  Street  Lot).  C.M.P. 
continues  to  operate  the  Bay  Street  Lot,  but  the  Port  terminated  the 
lease  for  the  Washington  Street  Lot  effective  March  31,  2003.  Our 
concession  audit  report,  dated  December  2,  2003,  addressed 
whether  C.M.P.  complied  with  the  reporting  and  rental  payment 
provisions  of  its  leases  with  the  Port  for  the  period  from  January  1, 
2000,  through  December  31,  2002,  along  with  directly  related.  .. 
issues.  This  memorandum  addresses  certain  matters  not  directly, 
related  to  C.M.P. 's  compliance  with  lease  provisions. 

The  audit  found  that  the  Port  Commission  approved  the  month-to- 
month  lease  of  the  Bay  Street  lot  in  1998  without  a  competitive 
bidding  process,  by  approving  a  resolution  that  stated  that  C.M.P 
had  unique  experience  and  that  the  tenancy  was  short  term.  Since 
five  years  have  passed,  it  is  clear  that  the  tenancy  has  not  been  of  a 
short  term  nature.  It  would  be  prudent  for  Port  management  to 
request  Port  Commission  approval  for  continuing  C.M.P. 's  month- 
to-month  tenancy  of  the  Bay  Street  Lot,  or  for  subjecting  the 
leasing  of  the  Bay  Street  Lot  to  a  competitive  bidding  process. 


The  audit  also  found  that  the  Port  subsidized  employee  parking 
costs  by  taking  65  of  90  revenue  generating  parking  spaces  from 
the  Washington  Street  Lot  and  renting  most  of  them  to  Port 
employees  at  less  than  market  rate.  In  doing  so,  the  Port  did  not 
report  the  value  of  the  benefit  to  the  Internal  Revenue  Service 
(IRS).  According  to  the  Port  parking  administrator,  employee 
parking  has  been  available  at  the  same  discounted  rate  ($46.88) 
since  1994,  and  remains  available  today  at  this  rate,  at  another  Port 
parking  lot. 
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SAN  FRANCISCO  COUNTY  TRANSPORTATION 
AUTHORITY: 

Management  Letter  for  the  Financial  Statements  Audit  July  1,  2002, 
Through  June  30,  2003 

(March  23,  2004)  


Audit  Highlights... 

The  following  was  revealed 
in  our  audit  of  the  San 
Francisco  County 
Transportation  Authority: 

EI   The  Authority  has 

material  weaknesses  in 
its  system  of  internal 
control  that  does  not 
reduce  to  a  relatively 
low  level  the  risk  that 
errors  or  fraud  may 
occur  and  not  be 
detected  within  a 
timely  period  by 
employees  in  the 
normal  course  of 
performing  their 
assigned  functions. 

0   The  Authority  has 

significant  deficiencies 
in  its  system  of 
internal  control  that 
could  adversely  affect 
the  Authority's  ability 
to  initiate,  record, 
process,  and  report 
financial  data 
consistent  with  the 
assertions  of 
management  in  the 
financial  statements. 

0   The  Authority  needs  to 
address  other 
conditions  to  improve 
the  its  system  of 
internal  control. 


RESULTS  IN  BRIEF 

We  have  audited  the  financial  statements  of  the  San 
Francisco  County  Transportation  authority  (Authority) 
for  the  fiscal  year  ended  june  30,  2003,  in  accordance 
with  auditing  standards  generally  accepted  in  the  united  states  of 
America. 

In  planning  and  performing  our  audit  of  the  financial  statements  of 
the  authority,  we  considered  its  internal  control  in  order  to 
determine  our  auditing  procedures  for  the  purpose  of  expressing 
our  opinion  on  the  financial  statements  and  not  to  provide 
assurance  on  the  internal  control.  However,  we  noted  certain 
matters  involving  internal  control  and  its  operation  that  we 
consider  to  be  reportable  conditions  under  standards  established  by 
the  american  institute  of  certified  public  accountants.  Reportable 
conditions  involve  matters  coming  to  our  attention  relating  to 
significant  deficiencies  in  the  design  or  operation  of  the  internal 
control  that,  in  our  judgment,  could  adversely  affect  the  authority's 
ability  to  initiate,  record,  process,  and  report  financial  data 
consistent  with  the  assertions  of  management  in  the  financial 
statements. 

A  material  weakness  is  a  reportable  condition  in  which  the  design 
or  operation  of  one  or  more  of  the  internal  control  components 
does  not  reduce  to  a  relatively  low  level  the  risk  that  errors  or  fraud 
in  amounts  that  would  be  material  in  relation  to  the  financial 
statements  being  audited  may  occur  and  not  be  detected  within  a~ 
timely  period  by  employees  in  the  normal  course  of  performing 
their  assigned  functions. 

Our  consideration  of  internal  control  would  not  necessarily 
disclose  all  matters  in  internal  control  that  might  be  reportable 
conditions  and,  accordingly,  would  not  necessarily  disclose  all 
reportable  conditions  that  are  also  considered  to  be  material 
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SAN  FRANCISCO  COUNTY  TRANSPORTATION 
AUTHORITY  (continued)   


weaknesses  as  defined  above.  However,  we  noted  the  following 
reportable  conditions  that  we  believe  to  be  material  weaknesses. 

We  identified  material  weaknesses  in  the  internal  control 
operations  where  the  authority: 

•  Did  not  provide  formal  monthly  bank  reconciliations  for  all 
bank  accounts  during  our  fieldwork. 

•  Reconciliations  for  the  last  month  of  the  fiscal  year  contained 
numerous  errors. 

•  Failed  to  keep  its  accounts  payable  correct  or  current. 

We  also  identified  material  weaknesses  in  management  oversight 
where  the  authority: 

•  Did  not  exercise  due  care  in  reviewing  bank  reconciliations. 

•  Accepted  errors  and  misstatements  in  its  audited  financial 
statements. 

. ..'  if 

We  also  noted  the  following  reportable  conditions  that  are  not 
believed  to  be  material  weaknesses  where  the  authority: 

•  Understated  grant  revenue  receivable  by  $56  million  because  it 
failed  to  understand  and  apply  government  accounting 
standards. 

•  Improperly  included  sales  tax  revenues  for  the  next  fiscal  year 
in  its  current  fiscal  year  sales  tax  revenues. 

•  Did  not  properly  accrue  as  accounts  payable  those  expenses  it 
incurred  in  the  current  year,  but  for  which  it  had  not  yet  paid  or 
received  billings  for  the  amounts. 

•  Made  an  error  in  overbilling  granting  agencies  because  the 
authority  did  not  record  different  grants  in  different  funds. 

•  Failed  to  adequately  manage  its  cash  to  maximize  interest 
earnings. 

•  Failed  to  invest  all  public  funds  with  the  city's  treasurer, 
according  to  its  policy,  and  unnecessarily  established  additional 
bank  accounts. 
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SAN  FRANCISCO  COUNTY  TRANSPORTATION 
AUTHORITY  (continued)  


Finally,  we  noted  other  conditions,  which  we  believe  should  be 
addressed  to  improve  the  authority's  system  of  internal  control: 

•  Did  not  maintain  accurate  records  of  capital  expenditures  in  its 
internal  accounting  and  financial  management  systems  because 
it  did  not  properly  reconcile  its  systems. 

•  Is  slow  in  paying  its  capital  expenditure  bills  to  departments. 

•  Does  not  maximize  the  flow  of  grant  revenues. 

•  Unnecessarily  established  additional  bank  accounts. 

•  Lacks  formal  desk  procedures  for  its  accounting  staff. 

Our  fieldwork  was  completed  on  January  28,  2004. 
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APPENDIX  A 

REPORTS  ISSUED  DURING  FISCAL  YEAR  2003-04 


Date  Number  of 
 Title  of  Report  Issued  Recommendations 

Financial  Audit  Reports 


Public  Utilities  Commission:  The  Fourth  08/18/03  9 

Review  of  Its  Professional  Services 
Agreement  With  the  San  Francisco  Water 
Alliance 


San  Francisco  Children  and  Families  09/05/03 
Commission:  Financial  Statements  Audit 
July  1,  2002,  Through  June  30,  2003 

Office  of  the  Treasurer  and  Tax  Collector:  09/25/03 
Statement  of  Cash  and  Investments  for  the 
Fiscal  Year  Ended  June  30,  2003 

Office  of  the  Treasurer  and  Tax  Collector:  09/25/03 
Financial  Activities  for  the  Fiscal  Year  Ended 
June  30,  2003 

San  Francisco  Fire  Department:  A  Review  of  10/07/03 
the  Department  Head  Transition 

Police  Department:  Charitable  Organization  1 1/1 8/03 

Audit  of  American  Singles  Education,  Inc. 

Police  Department:  Charitable  Organization  12/05/03 
Audit  of  Spirit  Press 

Office  of  the  Treasurer  and  Tax  Collector:  1 2/1 1/03 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  September  30,  2003 


Police  Department:  Charitable  Organization 
Audit  of  The  Salvation  Army 


12/29/03 


Title  of  Report 


Date 
Issued 


Number  of 
Recommendations 


Financial  Audit  Reports  (continued) 


Board  of  Supervisors:  NRG  Energy  Center  12/29/03  2 
San  Francisco  LLC  Generally  Paid  Its 
Franchise  Fees  Correctly  From  January  1 , 
2000,  Through  December  31,  2003 

San  Francisco  Police  Department:  A  Review  01/13/04 
of  the  Department  Head  Transition 


San  Francisco  County  Transportation  01/28/04  — 

Authority:  Audited  Financial  Statements  July 
1,  2002,  Through  June  30,  2002 

San  Francisco  County  Transportation  03/23/04  14 

Authority:  Management  Letter  for  the 
Financial  Statements  Audit  July  I,  2002, 
Through  June  30,  2002 

Office  of  the  Treasurer  and  Tax  Collector:  04/02/04 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  December  3 1 ,  2003 

Office  of  the  District  Attorney:  A  Review  of  04/07/04 
the  Department  Head  Transition 

Board  of  Supervisors:  Pacific  Gas  and  04/07/04  — 

Electric  Company  Properly  Paid  Its  Franchise 
Fees  From  January  1,  2001,  Through 
December  31,  2002 

Office  of  the  Treasurer  and  Tax  Collector:  06/30/04 
Statement  of  Cash  and  Investments  for  the 
Quarter  Ended  March  31,  2004 

San  Francisco  Arts  Commission:  Mission  06/30/04  3 

Cultural  Center  for  Latino  Arts  Properly  Used 
Grant  Funds  but  Needs  to  Improve  Its 
Accounting  and  Reporting  Procedures 
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Title  of  Report 


Date 
Issued 


Number  of 
Recommendations 


Revolving  Fund  Audit  Reports 


San  Francisco  General  Hospital:  Revolving 
Fund  July  1,  2002,  Through  June  19,  2003 


10/07/03 


Municipal  Railway:  Revolving  Fund 
July  1,  2002,  Through  June  12,  2003 


10/31/03 


Office  of  the  Controller:  Revolving  Fund 
January  1,  2003,  Through  February  20,  2004 


03/30/04 


Office  of  the  District  Attorney:  Revolving 
Fund  January  1,  2003,  Through  December  31. 
2003 


04/07/04 


Department  of  Human  Services:  Revolving 
Fund  August  1,  2002,  Through  July  31,  2003 


05/25/04 


Board  of  Appeals:  Revolving  Fund 
January  1,  2003,  Through  May  27,  2004 


06/02/04 


Juvenile  Probation  Department:  Revolving 
Fund  January  1,  2003,  Through  March  30, 
2004 


06/24/04 


Program  Review  Reports 


From  Hindering  to  Helping:  Transforming  the 
City's  Contracting  Process 


01/26/04 


32 


A  Review  of  the  San  Francisco  Fire-EMS 
System 


05/01/04 


23 


Economic  Opportunity  Council  of  San 
Francisco:  Review  of  Its  Governance  and 
Administration  of  the  Commodity 
Supplemental  Food  Program 


05/12/04 


15 


Date  Number  of 

Title  of  Report  Issued  Recommendations 


Program  Review  Reports  (continued) 

Effects  of  Health  and  Human  Service  Budget  05/21/04 
Cuts  in  Fiscal  Year  2003-04 

Recreation  and  Park  Department:  Review  of  05/21/04  16 
Aquatics  Program  Staffing  Model 


Compliance  Audit  Reports 

Human  Rights  Commission:  The  Joint  07/14/03  2 

Venture  of  Stacy  and  Witbeck/Esquivel  Met 
the  Minority  Business  Enterprise  Participation 
Goals  in  Its  Contract  With  the  Department  of 
Public  Works 

Kid  Stock,  Inc.,  Complied  With  the  City  03/29/04  — 

Requirement  Not  to  Use  Any  City  Funds  for 
Political  Activities 


Investigation  Reports 

Department  of  Elections:  Review  of  Cell  08/06/03  3 

Phone  Use  for  the  March  2002  Primary 

Election 
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Date  Number  of 
 Title  of  Report  Issued  Recommendations 

Other  Reports 

Office  of  the  Controller:  Audits  Division's  11/03/03  — 
Annual  Report  for  Fiscal  Year  2002-03 

The  Port  Needs  to  Improve  Its  Administration  01/06/04  2 
of  Leases  With  C.M.P.  Service  Partnership 

Office  of  the  Controller:  Audits  Division's  01/12/04  — 
Annual  Audit  Plan  for  Fiscal  Year  2003-04 
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APPENDIX  B 

CHARTER  AND  MISSION  OF  THE  CONTROLLER'S  AUDITS  DIVISION 


CHARTER 


The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit  office 
within  the  Controller's  Office.  According  to  the  City  Charter, 
Section  3.105,  and  Administrative  Code,  Section  2.92,  the  Audits 
Division,  on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees  of 
the  City  charged  in  any  manner  with  the  custody,  collection,  or 
disbursement  of  funds,  including  all  accounts  of  money  received 
by  the  Office  of  the  Treasurer  and  Tax  Collector.  The  Audits 
Division  is  further  charged  to  evaluate  the  effectiveness  and 
efficiency  of  the  operations  of  all  boards,  commissions,  offices, 
and  departments.  To  carry  out  its  duties,  the  Audits  Division  shall 
have  access  to,  and  authority  to  examine  all  documents,  records, 
books,  and  other  property  of  any  board,  commission,  officer,  or 
department.  Further,  when  requested,  the  Audits  Division  shall 
audit  the  accounts  of  an  officer  or  department. 


MISSION 

The  Audits  Division  is  responsible  for  providing  independent 
audits  and  reviews  within  the  City  as  a  service  to  the  citizens  of 
San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and 
departments.  The  Audits  Division  evaluates  systems  of  internal 
controls  over  City  finances  and  operations  to  assure  assets  are 
protected  and  managed  in  accordance  with  all  requirements 
stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  Audits  Division 
also  provides  recommendations  to  help  management  in 
determining  how  to  maximize  the  use  of  resources  and  in 
providing  adequate  service  levels.  The  Audits  Division  reports  the 
findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors,  Civil 
Grand  Jury,  the  appropriate  commissions,  and  department 
management. 

The  Audits  Division  accomplishes  its  mission  through  financial, 
performance,  investigative,  and  concession  audits. 
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Blank  page  intentionally  inserted. 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ed  Harrington 
Controller 


M onique  Zmuda 
Deputy  Controller 


October  20,  2005 

Honorable  Mayor  Gavin  Newsom 
Members  of  the  Board  of  Supervisors 
City  and  County  of  San  Francisco 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mayor  Newsom  and  Members  of  the  Board  of  Supervisors, 

The  Controller's  City  Services  Auditor  Division  presents  its  annual  report  on  the  work  of 
the  division  during  fiscal  year  2004-05.  This  was  the  first  year  under  the  November  2003 
Charter  amendment  that  created  the  City  Services  Auditor  (CSA).  This  report  summarizes 
our  efforts  to  implement  the  new  mandates  of  the  CSA,  highlights  some  of  the  most 
significant  audit  reports,  analyses  and  projects  completed  during  this  period  and  lists  all  of 
the  audits  issued.  Highlights  of  the  fiscal  year  include: 

•  The  whistleblower  line  called  for  in  the  Charter  began  operation  in  August  2004; 

•  New  standards  have  been  created  for  San  Francisco's  parks  and  streets; 

•  Forty-nine  audit  reports  were  issued  addressing  financial,  contracting  and 
performance  issues; 

•  City  performance  measurement  ramped  up  during  the  year  with  the  Mayor's  SFStat 
program  and  new  analysis  of  department  data  citywide; 

•  Our  capacity  has  nearly  doubled  with  the  hire  of  25  skilled  new  staff  during  the 
year  and  the  reconfiguration  of  the  Controller's  City  Hall  offices  to  house  them; 

•  Assistance  and  analysis  was  provided  to  more  than  a  dozen  City  departments,  the 
City's  labor  negotiations  team,  and  the  City's  non-profit  service  providers. 

For  the  Controller's  Office,  the  City  Services  Auditor  charter  amendment  takes  what  had 
been  a  $2  million  program  of  auditing  and  performance  measurement  and  mandates  a  new 
S8  million  program  of  more  comprehensive  and  risk-based  auditing,  whistleblower 
investigation,  technical  assistance,  performance  measurement,  benchmarking  and  reporting 
on  City  services  to  the  public  in  new  ways.  We  are  excited  about  meeting  this  challenge 
and  are  working  to  provide  the  best  of  critical  analysis,  public  service  and  management  to 
the  leadership  and  citizens  of  San  Francisco.  If  you  have  any  questions  or  comments  on 
this  report,  please  contact  Peg  Stevenson  of  my  staff  at  554-7500. 


fed. 
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INTRODUCTION 


he  mission  of  the  Office  of  the  Controller  of  the  City  and 


County  of  San  Francisco  is  to  ensure  the  City's  financial 


-M~  integrity  and  promote  efficient,  effective,  and  accountable 
government.  The  Controller's  vision  is  to  strive  to  be  a  model  for 
good  government  and  to  make  the  City  a  better  place. 

In  Fiscal  Year  2004-2005  the  Controller's  Office  began 
implementation  of  the  charter  amendment  which  created  the  City 
Services  Auditor.  Passed  by  71%  of  the  voters  in  November  2003, 
the  measure  envisions  a  larger  and  more  comprehensive  effort  to 
measure,  audit  and  report  on  the  City's  performance  than  has 
previously  been  undertaken  in  San  Francisco.  The  mandate  of  the 
amendment  is  to  analyze  the  City's  service  delivery,  compare  and 
benchmark  San  Francisco  to  best  practices  nationwide,  provide 
information  to  the  public  in  new  ways  and  help  drive 
improvements  in  City  government.  This  is  among  the  most 
ambitious  efforts  of  its  kind  in  local  government. 

The  City  Services  Auditor  is  budgeted  through  a  2/10ths  of  one 
percent  commitment  of  funds  from  the  general  fund  and  city 
enterprise  departments,  about  $8  million  in  fiscal  year  2004-05. 

The  City  Services  Auditor  is  charged  under  the  City  charter  with: 

•  Reporting  on  the  level  and  effectiveness  of  city  services 
and  providing  information  to  the  public  and  on  the  web; 

•  Auditing  City  departments  and  contractors  on  a  regular  and 
comprehensive  basis  including  financial,  performance  and 
compliance  audits; 

•  Measuring  and  reporting  on  the  condition  of  the  City's 
streets,  parks  and  sidewalks  according  to  specific  standards; 

•  Reviewing  employment  practices  in  the  City  including  the 
management  of  overtime  and  worker's  compensation; 

•  Operating  a  whistleblower  hotline  and  investigations; 

•  Overseeing  and  setting  standards  for  certain  types  of 
contracting  procedures; 

•  Other  reports,  analysis,  and  problem-solving  work. 

Reports  and  resources  that  are  produced  by  the  City  Services 
Auditor  and  described  in  the  following  pages  are  available  and  are 
posted  on  the  Controller's  website  at: 

http://www.sf gov,  ora/site/controller  index. asp 
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PERFORMANCE  MANAGEMENT  AND  TECHNICAL 
ASSISTANCE 


The  City  Services  Auditor  Division  includes  a  program  of 
citywide  performance  measurement  and  management  and  a 
program  providing  consulting,  technical  assistance  and 
problem-solving  services  to  City  departments.  The  staff  that 
provide  these  services  also  conduct  special  analyses  and  reviews  as 
required  by  the  Charter  and  as  requested  by  City  leadership  and 
staff  the  whistleblower  program. 

Through  these  programs,  the  Controller's  Office  is  able  to  respond 
to  a  wide  variety  of  requests  for  information  and  help  from  City 
departments  and  citizens,  act  on  immediate  problems  and  service 
issues  that  arise  during  the  year,  work  with  departments  to 
implement  audit  recommendations  and  new  legal  mandates,  and 
take  both  short  and  long-term  approaches  to  improving  the  City's 
performance  using  a  range  of  methods  and  resources.  During  FY 
2004-2005,  we  worked  with  a  variety  of  city  departments  on 
projects  ranging  from  overtime  control  to  how  the  City  works  with 
non-profit  contractors  to  improving  management  of  our  hospitals 
and  clinics — a  sampling  of  this  work  is  presented  in  this  report. 

The  City  Services  Auditor  reports  regularly  on  its  performance 
measurement  and  consulting  work  to  the  Mayor,  to  the  Board  of 
Supervisors  through  its  Government  Audit  and  Oversight 
Committee,  and  to  the  Citizen's  Audit  Review  Board  at  its 
quarterly  meetings. 
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THE  WHISTLEBLOWER  PROGRAM 


Highlights... 

The  Whistleblower 
Program  was  opened  to 
the  public  on  August  2, 
2004,  approximately  one 
month  after  the  effective 
date  of  the  City  Services 
Auditor  legislation: 

0  The  program  received 
a  total  of  230  calls 
during  the  fiscal  year. 
Of  these,  59%  were 
resolved  in  less  than 
72  hours. 

0  About  two-thirds  of 
calls  to  the 
whistleblower  unit 
were  requests  for 
information  or  for 
referral  to  other  City 
departments. 

0  57%  of  complaints 
were  received  via  the 
Hotline,  24%  via  the 
online  complaint  form, 
and  14%  by  email  or 
letter. 

0  Reports  of  the 
Whistleblower 
Program,  with 
examples  of 
complaints  and  actions 
taken,  are  posted 
quarterly  on  the 
Controller's  website: 

http://www.sf gov,  orq/site/ 
whistleblower  index.asp 


The  Whistleblower  Program  receives  and  investigates 
complaints  about  the  quality  and  delivery  of  government 
services,  wasteful  or  inefficient  City  government  practices, 
misuse  of  funds  and  improper  activities  by  City  government 
officials,  employees,  vendors  or  City  contractors. 

Every  complaint  is  treated  seriously  and  is  reviewed  to  determine 
how  it  might  be  investigated  or  resolved.  Examples  of 
whistleblower  actions  during  the  year  include: 

•  An  allegation  was  made  that  employees  were 
falsifying  time  records  and  otherwise  abusing  work 
schedules.  Following  an  investigation,  one  person 
resigned  and  is  barred  from  future  City 
employment,  another  was  reprimanded  and  the 
operating  practices  of  the  unit  have  been  revised 
and  are  being  enforced; 

•  Following  an  investigation,  it  was  determined  that 
employee  dependents  which  had  been  alleged  to  be 
fraudulently  receiving  city  health  benefits  were  in 
fact  properly  qualified; 

•  A  City  vehicle  was  observed  parked  in  a  medical 
facility's  loading  zone.  The  complaint  was  found  to 
have  merit  (the  loading  zone  use  was  not  business- 
related)  and  supervisory  discipline  was 
recommended. 


Knowledgeable  CSA  staff  answer  the  whistleblower  hotline 
during  the  business  day.  Complainants  also  have  the  option 
to  use  a  complaint  form  on  the  whistleblower  website 
(http://www.sfgov.org/whistleblower'),  send  an  email  to 
whistleblower@sfgov.org,  or  send  a  letter  to  the 
Controller's  Office,  and  may  remain  anonymous.  All 
complaints  are  entered  into  a  tracking  system  developed  for 
the  program  and  complainants  receive  a  tracking  number 
by  which  they  can  track  progress  and  learn  the  resolution  of 
their  complaint  within  the  limits  of  City  law  and  Civil 
Service  Rules.  The  Whistleblower  program  staff  meets 
quarterly  with  Citizens'  Audit  Review  Board 
representatives  who  function  in  an  oversight  capacity. 
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STREETS,  PARKS  AND  SIDEWALKS  STANDARDS 


Highlights... 

The  City  Services  Auditor 
Charter  amendment 
specifically  mandates  that 
the  city  will  have  objective 
standards  for  parks, 
streets  and  sidewalks: 

0  New  park  standards 
now  detail  how  14 
features  ranging  from 
lawns  to  basketball 
courts  should  look, 
function  and  be  cared 
for.  Street  standards 
address  sweeping, 
trash  cans,  and  graffiti. 

0   City  staff,  citizens  and 
local  organizations 
participated  in  creating 
the  standards. 

0  City  staff  are 

measuring  compliance 
with  the  standards  with 
multiple  field  tests  and 
data  gathering 
throughout  the  year. 

0  Rec  Park  and  DPW 
have  posted,  on  the 
web,  their  schedules 
for  park  maintenance, 
sweeping,  street  & 
plaza  cleaning,  and 
other  types  of 
schedules. 


During  FY  2004-05,  CSA  worked  with  the  Recreation  and 
Park  Department  and  the  Department  of  Public  Works 
(DPW)  to  develop,  for  the  first  time,  objective  standards 
showing  what  the  City  plans  to  deliver,  and  what  its 
expectations  are,  for  parks  and  streets. 

The  new  park  standards  measure  conditions  of  specific  areas  such 
as  lawns,  gardens,  trees,  trails,  athletic  fields,  playgrounds,  dog 
play  areas,  restrooms,  waste  disposal,  benches  and  tables,  and 
other  amenities  and  structures.  The  new  street  standards  measure 
street  cleanliness  on  a  scale  from  1.0  "acceptably  clean"  to  3.0 
"filthy,"  rate  the  condition  of  public  trash  receptacles  and  report 
incidences  of  graffiti.  Both  park  and  street  results  can  be  analyzed 
by  feature,  or  by  geographic  areas  of  the  City. 


February  11.  2005  Field  Test  Results  of  Park  Maintenance  Standards 
Overall  Results  by  Supervisorial  District 


0  A  detailed  report  on 
the  parks  and  streets 
standards,  with 
photographs  and  area- 
by-area  detail,  is  on  the 
Controller's  website: 

http://www.sfaov.ora/site/c 
ontroller  index.asp?id=29 
122 


The  standards  were  developed  through  a  process  that  included  staff 
expertise,  lessons  from  other  governments,  and  public  feedback. 
Outreach  mailings  went  to  over  500  individuals  and  groups  for 
each  issue,  and  there  were  discussions  at  the  Mayor's  SFStat 
meetings,  the  Board  of  Supervisors,  the  Recreation  &  Park 
Commission,  the  Parks  Recreation  and  Open  Space  Advisory 
Committee,  and  citizen  organizations  including  the  Neighborhood 
Parks  Council  and  SFSOS.  The  standards  were  field-tested  by  the 
Recreation  and  Park  Department,  DPW  and  Controller's  Office 
staff,  revised,  and  finalized  in  May  2005. 
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PERFORMANCE  MEASUREMENT 


Highlights ... 

0  The  CSA  analyzes  and 
validates  performance 
statistics  with  13  of  the 
largest  City 
departments  for  public 
discussion  in  the 
Mayor's  SFStat 
program. 

0  The  Controller's  City 
survey,  in  its  tenth 
year,  provides 
consistent  ongoing 
measurement  of  citizen 
opinion  on  core  public 
services  such  as 
streets,  parks, 
transportation  and 
libraries. 

http://www.sf gov,  grg/sj 
te/controller  page.asp 
?id=1825 


0  New  performance 
measures  have  been 
developed  by  CSA  to 
assess  the  delivery  of 
City-funded  school 
sports,  arts,  libraries, 
and  music,  and  pre- 
school slots  under  the 
Public  Education 
Enrichment  Fund 
charter  amendment. 
http://www.sfQov.orp/si 
te/controller  page.asp 
?id=31441 


Beginning  in  2004,  the  Mayor's  Office  instituted  the  SFStat 
program  in  which  thirteen  of  the  City's  largest  departments 
discuss  their  current  performance  in  a  scheduled  public 
forum.  The  City  Services  Auditor  supports  SFStat  through  data 
analysis  and  developing  benchmarks  to  measure  San  Francisco 
relative  to  other  jurisdictions.  As  part  of  SFStat,  our  office  also 
makes  a  quarterly  presentation  of  citywide  data  on  leave  time, 
overtime  and  workers  compensation  that  allows  the  Mayor  and 
department  heads  to  understand  and  better  manage  these  costs. 
Service  improvements  that  arose  from  SFStat  discussions  during 
the  year  include  an  effort  to  reduce  91  luse  by  frequent  callers  with 
more  appropriate  case  management  and  an  analysis  of  the  business 
processes  that  occur  in  and  between  the  departments  of  City 
Planning  and  Building  Inspection  to  reduce  the  total  time  required 
for  issuing  city  permits.  SFStat  reports  will  be  on  the  web 
beginning  in  FY  2005-2006. 

The  Controller's  Office  City  Survey,  in  its  tenth  year,  compiled 
opinions  from  more  than  3,700  San  Franciscans.  Special  analyses 
this  year  included  a  focus  on  issues  of  interest  to  parents  and 
children  and  the  use  of  a  more  familiar  rating  scale  in  the  form  of 
letter  grades  for  City  services.  Overall,  citizens  rated  City 
services  a  "C+."  Citizen  ratings  of  the  City's  parks,  recreation 
programs,  Muni  and  libraries  all  declined  from  2003  to  2004. 
However,  ratings  improved  in  citizens'  feelings  of  safety  both  with 
respect  to  crime  and  pedestrian  safety.  The  survey  showed  that 
San  Franciscans  have  high  rates  of  health  insurance  coverage  (87% 
of  adults  and  94%  of  children).  We  also  asked  about  the  pros  and 
cons  of  living  in  San  Francisco  and  found  that  more  than  a  third  of 
residents  think  that  the  City  most  needs  a  lower  cost  of  housing 
(37%  of  respondents),  followed  by  better  schools  (32%). 

In  March  2004  voters  approved  the  Public  Education  Enrichment 
Fund,  which  commits  city  general  fund  dollars  to  the  San 
Francisco  Unified  School  District  and  pre-school  in  the  City 
beginning  with  $10  million  in  FY  2005-2006  and  rising  to  $60 
million  by  FY  2009-20 10.  For  the  first  allocation  of  these  funds, 
the  CSA  analyzed  the  School  District's  and  the  First  Five 
Commission's  expenditure  plans  and  worked  with  them  to  create 
performance  measures  that  will  track  the  City's  achievement  in 
expanding  pre-school  availability  and  making  sports,  libraries,  arts 
and  music  programs  available  in  the  public  schools  as  mandated  by 
the  Charter. 
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NON-PROFIT  SERVICE  PROVIDERS  PROJECT 


Highlights... 


0  The  Controller's  Office 
published  a  Finance 
Guide  for  Non-Prof  it 
Organizations  and 
conducted  three 
trainings  on  non-profit 
financial  issues 
attended  by  more  than 
175  individuals  and 
organizations. 

0  City  monitoring  of  non- 
profit contractors  done 
by  multiple  city 
departments  is  being 
streamlined  and  will 
use  common 
standards,  testing 
methods,  and 
scheduling— improving 
quality  and  reducing 
duplication. 

0  A  pilot  program 

auditing  a  selection  of 
non-profit  contractors 
working  for  the  City 
was  underway  by  the 
end  of  FY  2004-2005. 

0  The  Finance  Guide  and 
all  related  materials  are 
available  on  the 
Controller's  website 
under  the  Resources 
for  Non-Profits  link: 

http:/Avww.  sfgov.  om/site/con 
troller  index. asp?id=30547 


Non-profit  organizations  are  critical  to  the  City's  delivery 
of  health  services,  human  services,  children's  programs, 
senior  programs,  and  a  range  of  other  areas.  San 
Francisco  spends  over  $500  million  annually  on  contracts  and 
grants  with  more  than  600  organizations.  A  task  force  of  City  and 
non-profit  leaders  issued  a  report  in  2003  with  recommendations 
for  improving  how  the  City  does  business  in  this  sector.  To 
address  these  issues  and  strengthen  the  relationship  between  non- 
profits and  the  City,  the  City  Services  Auditor  is  working  to 
streamline  and  standardize  city  contract  monitoring,  provide 
technical  assistance  to  non-profits  and  conduct  financial  and 
performance  audits  of  non-profit  contractors  with  City  contracts. 


Three  of  the  largest  City  departments  that  together  distribute 
approximately  90  percent  of  the  City's  funding  to  non-profit 
contractors — the  Department  of  Public  Health,  the  Human  Services 
Agency,  and  the  Department  of  Children,  Youth  and  Families — 
worked  closely  with  the  Controller's  Office  this  year  to  standardize 
the  City'  financial  and  compliance  monitoring  of  their  contracts. 
Widely  varying  measures  and  forms  have  now  been  standardized 
and  repetitive  site  visits  are  being  eliminated  through  coordination 
and  the  use  of  a  master  calendar.  The  information  sharing  and 
distribution  of  labor  accomplished  through  this  effort  will  allow 
City  experts  to  focus  on  the  quality  of  services,  eliminate 
duplication,  recognize  excellent  performance  and  address  poor 
performance  before  the  service  or  organization  is  at  risk. 


Technical  assistance  for  non-profit  contractors  began  with  the 
publication  of  a  Finance  Guide  for  Non-Pro  fit  Organizations  by 
the  Controller's  Office  and  three  training  sessions  conducted  in  the 
spring  of  2005.  The  training  sessions  drew  over  175  participants  in 
total  and  guidelines  on  specific  issues  will  be  issued  as  follow-up 
to  the  training. 

In  the  spring  of  2005,  the  City  Services  Auditor  began  the  first  of  a 
group  of  pilot  audits  at  seven  non-profit  contractors.  CSA  audits 
will  not  duplicate  the  annual  financial  audit  already  required  of 
many  non-profits,  but  instead  will  specifically  address  financial 
management  of  City  funds  and  the  performance  quality  and  service 
results  delivered  under  City  contracts. 
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MORE  PERFORMANCE  IMPROVEMENT  HIGHLIGHTS 


Additional  highlights  of 
the  CSA's  analytical  and 
service  improvement 
work: 

0  A  CSA-commissioned 
report  shows  that  San 
Francisco  can  provide 
better  public  health 
services  by  rebuilding 
Laguna  Honda 
Hospital  with  smaller 
scale  facilities,  and  by 
integrating  acute, 
skilled  nursing,  and 
community  care 
services.  Report  at: 
httD://www.sfaov.org/si 
te/controller  paae.asp 
?id=33411 

0  CSA 's  analysis  of  the 
Juvenile  Probation 
Department  details  the 
staffing  needed  for 
safe  and  effective 
operations  of  Juvenile 
Hall  while  reducing 
overtime  and  disability 
pay  costs.  Report  at: 
http://www.sfaov.orQ/si 
te/controller  index.asp 
?id-1362 

0  CSA 's  analysis  of  pay, 
benefits  and  costs  of 
service  to  City 
representatives  and 
unions  during  labor 
negotiations  helps 
San  Francisco  achieve 
timely  labor 
agreements. 

0  Analysis  of  the  rental 
market  and  space 
costs  aided  decision- 
making for  the  City's 
move  to  1  South  Van 
Ness. 


As  part  of  the  CSA's  work  with  the  Department  of  Public 
Health,  we  contracted  for  an  expert  study  of  the  City's 
approach  to  public  health  coordination  generally  and  long- 
term  care  in  particular.  The  report,  by  Health  Management 
Associates,  details  the  most  successful  public  health  models  for 
delivering  long-term  and  skilled  nursing  care  and  discusses  the 
application  of  these  models  to  the  City's  Laguna  Honda  Hospital 
re-build  project.  Many  practitioners  have  found  that  smaller-scale 
facilities,  on  the  order  of  200  beds  or  less,  both  deliver  the  best 
clinical  care  and  provide  financial  and  management  advantages, 
and  the  report  recommends  this  approach  for  San  Francisco.  The 
report  also  illustrates  an  urgent  need  for  the  city  to  better 
coordinate  patient  care  among  its  two  hospitals  and  many  types  of 
community-based  health  services.  The  report  shows  that  building  a 
true  continuum  of  care  in  San  Francisco's  public  health  system 
would  mean  better  outcomes  especially  for  hard-to-treat  patient 
populations  and  would  also  result  in  more  revenue  from  the  state 
and  federal  governments  and  private  insurers. 

The  City  Services  Auditor  analyzed  the  City's  Juvenile  Hall  and 
provided  the  Juvenile  Probation  Department  with  a  staffing  model 
showing  a  range  of  options  for  reducing  overtime  and  improving 
counselor  coverage  in  the  Hall's  living  quarters  and  classrooms. 
The  report  details  changes  that  the  department  can  make  to  reduce 
time  lost  to  injuries,  better  manage  its  pool  of  as-needed  counselors 
and  speed  the  hiring  of  new  staff.  These  analyses  also  inform  the 
staffing  of  the  new  juvenile  detention  facility  now  being 
completed. 

The  City  and  the  many  labor  unions  that  represent  its  employees 
work  under  memoranda  of  understanding  that  are  negotiated  on 
approximately  two  to  three  year  cycles  depending  on  the 
organization.  During  the  bargaining  process,  the  City  Services 
Auditor  works  to  provide  data  and  make  cost  estimates  of  both 
City  and  union  proposals  as  they  are  exchanged — this  analysis 
plays  a  critical  role  in  successfully  concluding  labor  agreements. 

In  2004,  office  space  became  available  at  One  South  Van  Ness  and 
created  an  opportunity  to  reduce  the  City's  rental  costs  in  the  Civic 
Center  area  and  bring  functions  that  had  been  widely  scattered  into 
one  building,  with  multiple  service  advantages.  The  City  Services 
Auditor  performed  real  estate  and  financial  analyses  that  helped 
the  City  execute  the  complex  leases  and  logistics  for  this  project. 
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PERFORMANCE  AND  FINANCIAL  AUDITING 


The  City  Services  Auditor  has  programs  for  both  financial  and 
performance  auditing.  Audits  are  conducted  of  City  funds  and 
functions,  concessionaires  and  contractors  based  on  requirements 
in  the  Charter,  Administrative  Code,  and  other  legal  mandates  and 
management  priorities.  The  audit  units  of  the  City  Services  Auditor 
schedule  more  audits  than  can  be  completed  each  year.  The  audits 
not  completed  during  the  fiscal  year  are  carried  over  to  the  next 
fiscal  year  for  completion.  Audits  are  added  or  deleted  from  the 
schedule  at  least  once  annually  based  on  a  risk  analysis  of  the 
City's  departments,  programs  areas  and  contracted  services.  In 
fiscal  year  2002-03,  the  Audits  division  issued  46  audit  reports, 
and  in  fiscal  year  2003-04,  the  division  issued  48  audit  reports  and 
reviews.  In  fiscal  year  2004-05,  the  CSA's  audit  units  issued  48 
audit  reports  and  reviews. 

Financial  and  Performance  Audits  Issued  FY  2004-05 
(As  of  June  30, 2005) 


Financial  1 8 

Revolving  Fund  7 
Compliance  8 
Investigation  1 
Other  2 
Concession  10 

Performance  2_ 

Total  48 


Audit  reports  addressed  a  wide  range  of  issues  important  to  City 
officials  and  managers.  The  reports  contained  recommendations 
that  provided  management  with  a  basis  for  improving  operations, 
and  developing  more  effective  and  efficient  operations. 

Audit  reports  that  are  not  posted  on  the  Controller's  website  can  be 
obtained  by  calling  the  Controller's  Office  at  554-7500. 
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HUMAN  SERVICES  AGENCY: 

The  Department  of  Aging  and  Adult  Services  Needs  to  Improve  Its 
Needs  Assessment  and  Contracting  Processes  to  Better  Serve 
Seniors  and  Adults  with  Disabilities 

(May  2,  2004)  


Audit  Highlights... 

Our  audit  of  the 
Department  of  Aging  and 
Adult  Services  (DAAS) 
granting  function  revealed 
the  following: 

EI  The  methods  which 
DAAS  determines  the 
needs  of  the  senior 
and  disabled 
population  are  not 
adequate  to  determine 
what  services  should 
be  funded. 

EI  The  Department  could 
reallocate  up  to  $10 
million  that  it  currently 
overmatches  to  State 
and  Federal  programs. 

EI  The  Department 
violated  their  own 
rules  and  guidelines 
and  awarded  contract 
funds  to  providers 
scoring  below  the 
minimum  point 
requirement. 

http://www.sfqov.Org/site/c 
ontroller  page.asp?id=329 
61 


We  conducted  a  review  of  the  Department  of  Aging  and 
Adult  Services'  grant-making  services  in  which  it 
contracts  with  non-profit  community  based 
organizations  to  deliver  more  than  $17  million  worth  of  services  to 
seniors  and  adults  with  disabilities. 

We  found  that  while  the  Department  conducts  extensive  research 
and  does  population  surveys,  it  fails  to  analyze  that  information 
and  conduct  an  appropriate  gap  analysis  that  would  show  what 
services  should  be  funded  by  the  City.  Significant  disparities  also 
exist  between  what  the  needs  assessment  does  show — that  housing, 
transportation  and  in-home  services  are  the  services  most  needed 
by  seniors,  and  what  the  Departments  funds — meals,  transportation 
and  information  and  referral  services. 

Our  review  found  that  contract  awards  made  by  the  Department 
and  the  Commission  on  Aging  violated  the  rules  and  guidelines  set 
up  in  their  own  Request  for  Proposals  (RFP)  and  did  not  use 
consistent  or  objective  criteria.  Lobbying  by  providers  influenced 
the  outcomes  and  created  a  situation  where  community-based 
organizations  were  pitted  against  each  other.  Sixteen  contractors 
that  scored  below  the  minimum  point  requirement  were  awarded 
funds,  and  a  variety  of  other  awards  were  made  that  were  not 
reflective  of  the  RFP  scores  and  rankings.  One  contractor  selected 
in  this  manner  was  later  de-funded  due  to  non-performance  of  their 
contract. 


STATUS 

The  Department  accepted  the  majority  of  the  recommendations  in 
the  report.  An  update  to  the  needs  assessment  is  planned  in 
FY2005-2006  will  use  improved  analytical  approaches.  The 
Department  has  stated  that  the  next  Request  For  Proposals  to 
provide  senior  services  will  revise  scoring  methods  and  decision 
rules  and  clarify  how  they  will  be  applied. 
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HEALTH  SERVICE  SYSTEM: 

The  System  is  Not  Structured,  Governed  or  Managed  Effectively  to 
Ensure  Equitable  and  Cost-Effective  Health  Benefits  for  All  Members 
and  Their  Employers 

(June  29,  2005)  


Audit  Highlights... 

Our  audit  of  the  Health 
Service  Systems  showed: 

0   The  annual  process  to 
set  contributions  and 
design  health  benefits 
does  not  result  in 
accurate  and 
affordable  rates. 

0  The  Charter-mandated 
method  for  setting 
employer  health 
contributions  has 
resulted  in  over  $10 
million  in  excess 
payments  to  the  Trust 
Fund  since  2002. 

0  Assets  available  for 
benefits  exceeded  $41 
million  as  of  June 
2004,  indicating 
inaccurate  rates  and 
overcharges  to 
members  and 
employers. 

0  The  Health  Service 
Board  needs  to  better 
define  roles  and 
responsibilities  for 
itself,  staff  and 
consultants,  and  focus 
on  cost  containment 
and  long-term 
strategies. 

0  Outdated  Charter 
requirements  limit  the 
System's 
effectiveness. 
http://www.sfaov.ora/si 
te/controller  paoe.asp 
?id=32961 


The  Health  Service  System  is  the  provider  of  health  benefits 
for  City  employees  and  for  some  employees  of  the  School 
District  and  Community  College  District.  Our  audit  found 
that  the  annual  rates  and  benefits  setting  process  of  the  System 
have  critical  weaknesses.  Despite  a  steadily  accumulating  balance 
in  the  Trust  Fund  ($41  million  as  of  June  30,  2004)  indicating  that 
members  and  employers  have  been  overcharged,  the  Health 
Service  Board  does  not  conduct  sufficient  or  effective  analysis  of 
its  rates  or  oversight  of  the  contractors  who  help  set  those  rates. 

Board  members,  employers  and  beneficiaries  disagree  over  the 
management  of  the  fund  balance  and  the  fund  itself  is  not  designed 
or  managed  as  an  investment  trust.  Reserve  amounts  in  the  Trust 
Fund  are  not  based  on  a  policy  or  appropriately  adjusted. 

Our  review  found  that  the  Health  Service  Board  is  overly  focused 
on  operational  detail  and  does  not  define  roles  and  responsibilities 
for  itself,  staff  and  consultants.  The  cost  of  health  care  benefits  to 
employers  and  members  has  risen  by  85  percent  and  39  percent 
respectively  in  the  last  five  years,  and  other  significant  changes  to 
the  sector  are  pending,  yet  the  Board  does  not  plan  for  cost 
containment  or  other  long  term  needs  as  part  of  its  annual  process. 

Finally,  structural  issues  in  the  Charter  limit  the  Board's 
effectiveness.  Charter  provisions  set  employer  contributions 
higher  than  the  cost  of  the  insurance  chosen  by  some  employees. 
The  System  is  restricted  from  spending  trust  fund  dollars  on  basic 
administrative  and  system  improvements.  Requirements  that  a 
member  of  the  Board  of  Supervisors  sit  on  the  Board,  and  that  one 
of  the  Mayor's  appointees  be  a  medical  doctor,  have  made  those 
seats  difficult  to  fill  consistently.  The  City's  leadership  should 
address  these  issues  with  Charter  amendments  in  the  near  future. 

STATUS 

A  new  Health  Service  director  was  hired  in  May  2005  and  has 
begun  implementation  of  the  audit  recommendations.  A  rate 
reconciliation  by  the  System's  actuaries  is  planned. 
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OFFICE  OF  THE  CITY  ATTORNEY: 

The  San  Francisco  League  of  Urban  Gardeners  Mismanaged  Grant 
and  Contract  Funds  From  the  City 

(July  22,  2004)  


Audit  Highlights... 

We  found  the  following 
during  our  review  of  the 
San  Francisco  League 
of  Urban  Gardeners 
(SLUG): 

0  SLUG  overbilled  the 
Department  of 
Public  Works  by 
$22,635. 

0  SLUG  owes  the 
Library  $33,743  and 
the  Mayor's  Office 
of  Community 
Development 
$15,600  for 
overpayments  that 
SLUG  did  not  earn. 

0  SLUG  overstated  its 
net  income  by  more 
than  $275,000  for 
2001. 

0  SLUG  owed  taxing 
authorities  $643,003 
of  payroll  taxes  at 
June  30,  2003. 

0  $62,508  of  SLUG'S 
contract  funds  were 
improperly  used  by 
Public  Works  to  buy 
a  portable  building 
for  itself. 


THe  San  Francisco  League  of  Urban  Gardeners  (SLUG) 
SLUG  describes  itself  as  a  grassroots  organization  that 
educates  and  employs  individuals  and  provides  communities 
with  urban  gardening.  In  July  2003,  SLUG  announced  that  it 
would  be  closing  down  and  reorganizing  in  an  attempt  to  avoid 
bankruptcy.  As  a  result,  the  City  Attorney  asked  the  Controller  to 
perform  a  financial  review  of  SLUG's  invoices  to  the  City  under 
its  grant  and  contract  agreements  for  fiscal  year  2002-03  services. 

Our  review  revealed  that  SLUG  failed  to  accurately  record  all 
transactions  and  properly  allocate  its  expenses  for  each  of  its  city 
grants,  that  it  mismanaged  some  of  its  city  grants  and  contracts  and 
overbilled  or  received  overpayments  from  some  city  departments, 
and,  as  a  result,  owes  the  City  $71,978.  We  investigated  several 
allegations  that  whistleblowers  made  to  the  City  Attorney,  many  of 
which  were  not  substantiated.  However,  we  did  verify  an 
allegation  that  SLUG  owed  a  large  amount  of  unpaid  payroll  taxes 
($643,003  not  including  interest  and  penalties  as  of  June  30,  2003) 
and  an  allegation  that  the  Department  of  Public  Works  improperly 
used  SLUG's  contract  with  Public  Works  to  purchase  a  $62,508 
portable  building  for  Public  Works'  own  use.  Finally,  we  note  that 
SLUG  does  not  have  complete  and  accurate  accounting  records, 
does  not  maintain  proper  internal  controls  over  its  cash  or  its 
financial  reporting  and  lacks  many  basic  policies,  procedures  and 
practices  that  organizations  follow  to  help  ensure  that  assets  are 
safeguarded  and  operations  are  reported  accurately. 

STATUS 

In  July  2004,  the  Controller  barred  SLUG  for  two  years  from 
receiving  any  City  contract,  grant  or  loan  agreement  because  the 
City  Attorney  provided  evidence  that  SLUG  used  city  funds  to  pay 
some  of  its  employees  when  they  were  actually  conducting 
campaign  activities  in  the  election  for  Mayor  and  District  Attorney 
for  San  Francisco  in  November  and  December  of  2003.  By  doing 
so,  SLUG,  at  a  minimum,  violated  Section  12G.1  of  the  San 
Francisco  Administrative  Code  which  prohibits  organizations 
receiving  funds  from  the  City  from  using  any  of  those  funds  to 
participate  in,  support,  or  attempt  to  influence  a  political  campaign 
for  any  candidate  or  ballot  measure. 
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PORT  COMMISSION: 

Management  Letter  on  the  Port's  Administration  of  Its  Lease  With 
Allright  Cal.,  Inc 

(October  22,  2004)  


Audit  Highlights... 

We  found  the  following 
during  our  review  of  the 
Port's  management  of  its 
lease  with  Allright  Cal, 
Inc.: 

0  The  Port's  real  estate 
division  did  not  obtain 
the  approval  of  the 
Port  Commission  to 
continue  the  lease  on  a 
month-to-month  basis 
for  more  than  three 
years. 

0  The  Port's  real  estate 
division  improperly 
issued  $129,450  in  rent 
credits  to  Allright  to 
compensate  it  for 
incurring  additional 
expenses. 

0  Port  real  estate  staff 
improperly  waived 
more  than  $4,000  in 
late  charges  and 
penalty  charges 
assessed  against 
Allright  for  not  making 
timely  rent  payments 
and  timely  submission 
of  required  reports. 


The  Office  of  the  Controller  presented  a  management  letter 
on  the  administration  of  the  lease  with  Allright  Cal.,  Inc. 
(Allright)  by  the  staff  of  the  Port  Commission  (Port)  in 
October  2004.  Allright' s  two-year  lease  to  operate  surface  public 
parking  lots  on  Port  property  ended  on  May  31,  2001,  and  Allright 
continues  to  operate  a  primary  and  two  expansion  parking  lots  on  a 
month-to-month  basis.  Our  concession  audit  report,  dated  October 
22,  2004,  addressed  whether  Allright  complied  with  the  reporting 
and  rental  payment  provisions  of  its  lease  with  the  Port.  The 
management  letter  addresses  matters  not  directly  related  to 
Allright's  compliance  with  lease  provisions,  but  to  the  Port's 
management  of  the  lease. 

Although  the  lease  has  a  provision  providing  for  a  month-to-month 
tenancy  after  the  expiration  of  its  term,  the  Port's  real  estate 
division  has  allowed  Allright  to  continue  operating  the  parking  lots 
for  more  than  three  years  on  a  month-to-month  basis  without 
seeking  the  approval  of  the  Port  Commission  to  do  so. 

The  Port's  real  estate  division  improperly  issued  $129,450  in  rent 
credits  to  Allright  to  compensate  it  for  incurring  additional 
expenses  related  to  the  primary  parking  lot  and  the  expansion 
parking  lots.  However,  the  lease  contains  no  provision  for  issuing 
rent  credits,  and  the  Port  staff  could  not  provide  us  any  evidence 
that  the  Port  Commission  authorized  granting  any  rent  credits  to 
Allright. 

Port  real  estate  staff  improperly  waived  more  than  $4,000  in  late 
charges  and  penalty  charges  assessed  against  Allright  for  not 
making  timely  rent  payments  and  timely  submission  of  required 
reports.  The  lease,  however,  does  not  provide  for  any  waivers  of 
penalties  or  interest  assessed  against  Allright. 


STATUS 

The  Port  chose  not  to  respond  to  this  report,  but  the  Port's 
supervising  fiscal  officer  stated  that  the  issues  raised  would  be  duly 
addressed  by  Port  staff  after  issuance  of  the  report. 
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SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT: 

The  San  Francisco  Unified  School  District  Cannot  Accurately  Account 
for  the  Revenues  and  Expenditures  of  Its  $90  Million  1997  Bond  Issue 

(January  24,  2005)  


Audit  Highlights... 

We  found  the  following 
during  our  review  of  the 
San  Francisco  Unified 
School  District's  bond 
issue  proceeds: 

0  The  school  district 
duplicated  $381,000 
in  bond  fund 
expenditures. 

0  The  school  district 
underreported  $2.6 
million  in  interest 
earnings. 

0  The  school 
district's 

accounting  system 
cannot  accurately 
report  bond 
expenditures  by 
project. 

http  ://www.sfgov.  org/ 
site/uploadedfiles/con 
troller/reports/audit/sf 
usd012505.pdf 


Our  review  revealed  that  the  San  Francisco  Unified  School 
District  (the  District)  cannot  accurately  account  for  and 
report  on  its  1 997  bond  issue  proceeds  of  $90  million 
because  of  errors  in  its  accounting  records  and  because  it  cannot 
produce  reports  by  the  specific  project  on  which  it  spent  the  bond 
funds.  Further,  the  District  has  incomplete  policies  and  procedures 
for  accounting  for  its  project  expenditures,  and  has  experienced 
high  turnover  of  critical  staff  positions. 

After  a  series  of  unsatisfactory  reports  from  the  District,  the 
Citizens'  General  Obligation  Bond  Oversight  Committee  asked  the 
Controller  to  conduct  a  review  of  the  District's  financial  controls 
and  accounting  systems  for  the  use  of  its  general  obligation  bond 
proceeds. 

Our  review  of  the  District's  accounting  records  showed  that  it 
duplicated  $381,000  in  bond  expenditures  when  it  erroneously 
posted  fourteen  duplicate  transactions.  The  District  also 
underreported  $2.6  million  in  interest  earnings  because  it 
improperly  reduced  the  amount  of  interest  that  it  reported  by 
deducting  the  interest  expense  that  it  incurred  from  negative  fund 
balances  it  had  for  its  previous  bond  issues. 

Finally,  we  found  that  reports  from  the  school  district's  accounting 
system  and  facilities  database  cannot  report  by  construction  or 
improvement  project.  The  accounting  system  contains 
approximately  $23.5  million  dollars  in  adjustments  to  bond 
expenditures  made  through  lump  sum  journal  entries  instead  of  to 
the  individual  projects,  and  also  contains  nearly  $20  million  dollars 
in  expenditures  which  it  did  not  identify  as  specific  construction  or 
improvement  projects. 


STATUS 


The  District  accepted  all  of  the  recommendations  in  the  report  and 
the  Chief  Financial  Officer  stated  that  as  of  July  15,  2005  all  but 
three  of  the  recommendations  have  been  implemented. 


Controller's  Office  City  Services  Auditor  FY04-05  Annual  Report 


14 


PLANNING  COMMISSION: 

The  Chinatown  Economic  Development  Group  Misspent  More  Than 
$36,000  in  Public  Funds  Earmarked  for  Open-Space  Projects 
Approved  by  the  City 

(January  31,  2005)  


Audit  Highlights... 

We  found  the  following 
during  our  review  of  the 
Chinatown  Economic 
Development  Group: 

0  Of  the  $275,000  it 
received  to  develop 
or  improve  certain 
open-space  in  San 
Francisco's 
Chinatown,  the 
Chinatown  Group 
spent  more  than 
$36,000  improperly. 

EI  Because  it  overspent 
some  other  amounts, 
and  also  earned 
interest  on  the  initial 
funds,  the  Chinatown 
Group  is  ultimately 
responsible  for 
spending  $202,890 
on  open-space 
projects  or  returning 
this  amount  to  the 
City. 

EI  The  Chinatown 
Group  spent 
appropriately  more 
than  $99,000  in  grant 
funds  that  it  received 
from  the  Mayor's 
Office  of  Economic 
Development. 


The  Chinatown  Economic  Development  Group  (Chinatown 
Group),  a  non-profit  formed  to  help  revitalize  the 
Chinatown  economy  after  the  1989  Loma  Prieta  earthquake, 
did  not  properly  spend  most  of  the  $275,000  that  it  received 
for  open  space  in  San  Francisco's  Chinatown.  The  funds  were 
awarded  by  a  private  developer  under  a  requirement  to  provide 
open  space  mitigation  funds  but  were  indirectly  under  the 
oversight  of  the  City  Planning  Commission. 

In  2001  the  Chinatown  Group  accepted  the  $275,000,  and 
acknowledged  to  the  Planning  Commission  that  it  had  received  the 
funds  for  developing  or  improving  open  space  in  Chinatown.  We 
found  only  $89,199  of  that  amount  was  spent  for  open  space 
purposes  and  exceeded  the  approved  budget  for  these  expenditures 
by  $4, 1 99.  The  Chinatown  Group  also  misspent  an  additional 
$36,155  by  using  open  space  funds  for  unallowable  purposes, 
including  paying  for  the  expenses  of  one  of  its  board  members  and 
its  executive  director  to  travel  to  Macau,  China. 

On  January  18,  2005,  the  Chinatown  Group  took  corrective  action 
and  submitted  plans  to  the  Planning  Department  indicating  it 
would  spend  the  open  space  funds  to  maintain  alleyways  and  parks 
in  Chinatown.  The  department  should  determine  immediately 
whether  the  corrective  action  plan  meets  open  space  requirements. 

The  Chinatown  Group  generally  complied  with  the  provisions  of  a 
grant  it  received  from  the  City's  Mayor's  Office  of  Economic 
Development  to  promote  Chinatown  tourism  and  stimulate  the 
economy.  The  Chinatown  Group  properly  submitted 
reimbursement  requests  for  its  expenses  and  was  paid  $99,146  of 
the  $104,000  grant.  Of  the  $99,146,  the  Chinatown  Group  used 
$76,738  (77  percent)  to  pay  personnel  to  provide  assistance  to 
manage  economic  development  plans  and  program  activities.  The 
remaining  money  was  used  for  administrative  support  purposes. 

STATUS 


The  Chinatown  Group  re-paid  approximately  $162,500  to  the  City 
by  March  2005  and  still  owes  the  City  an  additional  $40,390.  The 
organization's  Board  of  Directors  is  discussing  payment  options. 
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APPENDIX  A 

CHARTER  AND  MISSION  OF  THE  CITY  SERVICES  AUDITOR 


CHARTER 


The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit  office 
and  a  services  audit  unit  within  the  Controller's  Office.  According 
to  the  City  Charter,  Section  3.105,  and  Administrative  Code, 
Section  2.92,  the  City  Services  Auditor,  on  behalf  of  the  City 
Controller,  is  required  to  audit  the  accounts  of  all  boards, 
commissions,  officers,  and  employees  of  the  City  charged  in  any 
manner  with  the  custody,  collection,  or  disbursement  of  funds, 
including  all  accounts  of  money  received  by  the  Office  of  the 
Treasurer  and  Tax  Collector.  The  City  Services  Auditor  is  further 
charged  to  evaluate  the  effectiveness  and  efficiency  of  the 
operations  of  all  boards,  commissions,  offices,  and  departments. 
To  carry  out  its  duties,  the  City  Services  Auditor  shall  have  access 
to,  and  authority  to  examine  all  documents,  records,  books,  and 
other  property  of  any  board,  commission,  officer,  or  department. 
Further,  when  requested,  the  City  Services  Auditor  shall  audit  the 
accounts  of  an  officer  or  department. 


MISSION 


The  City  Services  Auditor  is  responsible  for  providing  independent 
audits  and  reviews  within  the  City  as  a  service  to  the  citizens  of 
San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and 
departments.  The  City  Services  Auditor  evaluates  systems  of 
internal  controls  over  City  finances  and  operations  to  assure  assets 
are  protected  and  managed  in  accordance  with  all  requirements 
stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  City  Services 
Auditor  also  provides  recommendations  to  help  management 
maximize  the  use  of  resources  and  provide  adequate  service  levels. 
The  City  Services  Auditor  reports  the  findings  of  its  reviews  to  the 
Mayor,  Board  of  Supervisors,  Civil  Grand  Jury,  the  appropriate 
commissions,  and  department  management. 

The  City  Services  Auditor  accomplishes  its  mission  through 
financial,  performance,  investigative,  and  concession  audits  and 
through  analysis,  performance  measurement  and  technical 
assistance  to  City  departments  and  other  agencies. 
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APPENDIX  B 

AUDIT  REPORTS  ISSUED  DURING  FISCAL  YEAR  2004-05 


Title  of  Report 


Date 
Issued 


Number  of 
Recommendations 


Performance  Audit  Reports 


Department  of  Aging  and  Adult  Services: 
The  Department  Needs  to  Improve  Its  Needs 
Assessment  and  Contracting  Processes  to  Better 
Serve  Seniors  and  Adults  with  Disabilities 


05/02/06 


29 


Health  Service  System: 


06/29/05 


15 


The  System  is  Not  Structured,  Governed  or 
Managed  Effectively  to  Ensure  Equitable  and 
Cost-Effective  Health  Benefits  for  All  Members 
and  Their  Employers 


Financial  Audit  Reports 

Office  of  the  Sheriff:  07/08/04  4 

Financial  Statement  Audit  of  the  Mentally  111 
Offender  Crime  Reduction  Grant  I  From  July  1, 
1999,  Through  March  31,  2004 

Children  and  Families  Commission:  09/15/04 
Financial  Statements  Audit  July  1,  2003,  Through 
June  30,  2004 

Children  and  Families  Commission:  09/15/04  3 

Management  Letter  for  the  Financial  Statements 
Audit  for  the  Fiscal  Year  Ended  June  30,  2004 

Office  of  the  Sheriff:  10/14/04  4 

Financial  Statement  Audit  of  the  Mentally  111 
Offender  Crime  Reduction  Grant  II  From 
July  1,  2001,  Through  June  30,  2004 

Office  of  the  Treasurer  and  Tax  Collector:  1 0/2 1/04 

Statement  of  Cash  and  Investments  as  of 
June  30,  2004 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports  (continued) 

Office  of  the  Treasurer  and  Tax  Collector:  1 0/2 1  /04 

Financial  Activities  for  the  Fiscal  Year  Ended 
June  30,  2004 

Board  of  Supervisors:  10/21/04  3 

A  Review  of  Comcast  Corporation's  Franchise 
Fee  Payments  July  1,  2000,  Through  December 
31,2002 

San  Francisco  Police  Department:  1 1/30/04 

Charitable  Organization  Audit  of  the  Gayatri 

Foundation 


San  Francisco  Police  Department:  1 2/0 1  /04 

Charitable  Organization  Audit  of  International 
Society  for  Krishna  Consciousness  of  the  Bay 
Area,  Inc. 


Office  of  the  Treasurer  and  Tax  Collector:  1 2/20/04 
Statement  of  Cash  and  Investments  as  of 
September  30,  2004 

San  Francisco  Police  Department:  12/28/04 
Charitable  Organization  Audit  of  Veterans  of  Foreign 
Wars  15th  District 


San  Francisco  Unified  School  District:  01/24/05  10 

The  San  Francisco  Unified  School  District 
Cannot  Accurately  Account  for  the  Revenues  and 
Expenditures  of  Its  $90  Million  1997  Bond  Issue 


Planning  Commission:  01/31/05  7 

The  Chinatown  Economic  Development  Group 
Misspent  More  Than  $36,000  in  Public  Funds 
Earmarked  for  Open-Space  Projects  Approved  by 
the  City 


Office  of  the  Treasurer  and  Tax  Collector:  03/24/05 
Statement  of  Cash  and  Investments  as  of 
December  31,  2004 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Financial  Audit  Reports  (continued) 


Office  of  the  Assessor/Recorder:  03/28/05 
Verification  Letter  for  the  AB589  State-County 
Property  Tax  Administration  Program  Results 

San  Francisco  Police  Department:  04/26/05 
A  Review  of  the  Department  Head  Transition 

Port  of  San  Francisco:  04/28/05 
A  Review  of  the  Department  Head  Transition 

San  Francisco  Fire  Department:  04/28/05 
A  Review  of  the  Department  Head  Transition 


Revolving  Fund  Audit  Reports 

Department  of  Building  Inspection 
Revolving  Fund 

January  1,  2003,  Through  June  18,  2004 

Planning  Department  Revolving  Fund 
January  1,  2003,  Through  May  27,  2004 


7/13/04  3 


7/20/04  3 


Public  Utilities  Commission  Revolving  Fund  09/22/04  6 
January  1,  2003,  Through  December  31,  2003 

Office  of  Emergency  Services  Revolving  Fund  1 1/02/04 

Hetch  Hetchy  Water  and  Power  Revolving  Fund  02/1 0/05  2 
November  1,  2003,  Through  November  16,  2004 

Water  Department  Revolving  Fund  02/10/05  1 
November  1,  2003,  Through  November  16,  2004 

Department  on  the  Status  of  Women  05/03/05  3 
Revolving  Fund  as  of  2004 
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Title  of  Report 


Compliance  Audit  Reports 


Date  Number  of 

Issued  Recommendations 


Board  of  Supervisors:  07/2 1  /04 

Malcolm  Drilling  Co.,  Inc.  Complied  With  the 
City  Requirement  Not  to  Use  Any  City  Funds 
for  Political  Activities 


Board  of  Supervisors:  09/07/04 
Shimmick  Construction  Company,  Inc./Homer  J. 
Olsen,  Inc.,  a  Joint  Venture,  Complied  With  the 
City  Requirement  Not  to  Use  Any  City  Funds 
for  Political  Activities 


Board  of  Supervisors:  1 0/05/04 

Episcopal  Community  Services  of  San  Francisco 
Complied  With  the  City  Requirement  Not  to  Use 
Any  City  Funds  for  Political  Activities 


Board  of  Supervisors:  1 1/1/04 

Edgewood  Center  for  Children  and  Families  Did 
Not  Use  City  Funds  for  Political  Purposes 


Board  of  Supervisors:  01/18/05 
Southeast  Asian  Community  Center  Did  Not 
Use  City  Funds  for  Political  Purposes 


Board  of  Supervisors:  0 1  /25/05 

Advent  Capital  Management,  LLC  Did  Not  Use 
City  Funds  for  Political  Purposes 

Board  of  Supervisors:  01/27/05 
Mission  Neighborhood  Centers,  Inc.  Did  Not 
Use  City  Funds  for  Political  Purposes 

Board  of  Supervisors:  03/ 16/05 

Florence  Crittenton  Services  Did  Not  Use  City 
Funds  for  Political  Purposes 
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Title  of  Report 


Date  Number  of 

Issued  Recommendations 


Investigation  Report 

Office  of  the  City  Attorney:  07/22/04  1 1 

The  San  Francisco  League  of  Urban  Gardeners 
Mismanaged  Grant  and  Contract  Funds 
From  the  City 


Other  Reports 

Status  of  the  Implementation  of  the  08/30/04 
Recommendations  of  the  2002-03  San  Francisco 
Civil  Grand  Jury 


Management  Letter  on  the  Port's  Administration  10/22/04  3 

of  Its  Lease  With  Allright  Cal.,  Inc. 
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^fjjfe^       CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ed  Harrington 

Controller 


Monique  Zmuda 
Deputy  Controller 


November  1,  2007 

Honorable  Mayor  Gavin  Newsom 
Members  of  the  Board  of  Supervisors 
City  and  County  of  San  Francisco 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mayor  Newsom  and  Members  of  the  Board  of  Supervisors: 

The  Controller's  City  Services  Auditor  Division  presents  its  annual  report  on  the  work  of  the  division 
during  fiscal  year  2006-07.  This  was  the  third  year  of  implementation  under  the  November  2003  Charter 
amendment  that  created  the  City  Services  Auditor  function.  Highlights  of  the  fiscal  year  include: 

•  Park  and  street  inspections  were  expanded— we  added  sidewalk  and  tree  maintenance  markers 
to  the  street  inspection  program  and  also  inspected  18  of  the  City's  worst-scoring  parks  every 
three  months  to  provide  quick  status  information  to  the  Recreation  and  Park  Department  for 
their  management. 

•  The  Controller's  Citizen  Survey  showed  interesting  changes  in  behavior  and  in  attitudes  about 
public  services — families  with  young  children  are  more  likely  to  stay  in  the  City  than  in  prior 
survey  years,  but  the  City's  "digital  divide"  is  growing.  City  agencies  are  increasingly  able  to  use 
survey  data  for  their  service  planning. 

•  Working  with  the  Municipal  Transportation  Agency,  our  Transit  Effectiveness  Project  placed 
automatic  passenger  counters  on  every  bus  route  in  the  City— this  unprecedented  level  of 
information  allows  the  MTA  to  analyze  and  design  Muni  service  to  fit  riders  in  a  way  that  has  not 
been  possible  before. 

•  The  City  Services  Auditor  completed  and  issued  over  50  audits  over  a  wide  range  of  functions — 
from  audits  of  concessionaire  payments  to  the  city,  to  non-profit  contractor  and  vendor  service 
delivery  to  departmental  performance. 

The  City  Services  Auditor  continues  to  strive  to  meet  the  service  expectations  set  by  voters  in  Charter 
Appendix  F.  We  are  hiring  and  training  audit  and  analytical  staff  on  a  continuous  basis  and  are  using 
experts  where  the  City  has  specific  needs.  In  FY2006-07  approximately  $11.8  million  was  budgeted 
for  our  auditing  and  performance  services  and  approximately  $9.0  million  was  spent,  with  the  balance 
returned  to  city  funds.  If  you  have  any  questions  or  comments  on  this  report,  please  contact  Peg 
Stevenson  of  my  staff  at  (415)  554-7500. 

Respectfully  submitted,  . 


Ed  Harringtt 
Controller 


415-554-7500 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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INTRODUCTION 


The  mission  of  the  Controller's  Office  of  the  City  and  County 
of  San  Francisco  is  to  ensure  the  City's  financial  integrity 
and  promote  efficient,  effective,  and  accountable 
government.  The  Controller's  Office  vision  is  to  be  a  model 
for  good  government  and  to  make  the  City  a  better  place. 

Fiscal  Year  2006-2007  was  the  third  year  of  operations  for 
the  Controller's  City  Services  Auditor.  The  City  Services 
Auditor  (CSA)  was  created  by  a  November  2003  Charter 
amendment  that  envisions  a  broad  effort  to  measure,  audit, 
and  report  on  San  Francisco's  government  performance. 
The  mandate  of  the  amendment  is  to  analyze  the  City's 
public  service  delivery,  compare  and  benchmark  San 
Francisco  to  best  practices  nationwide,  provide  information 
to  citizens  in  new  ways  and  help  drive  improvements  in  City 
government.  This  is  among  the  most  ambitious,  voter- 
approved  efforts  of  its  kind  in  local  government. 

The  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San 
Francisco's  public  services  and  comparing  the  City  to 
other  public  agencies; 

•  Conducting  financial  and  performance  audits  of  City 
departments,  contractors,  and  functions; 

•  Running  a  whistleblower  program  and  investigating 
reports  of  waste,  fraud  and  abuse  of  City  resources; 

•  Ensuring  the  financial  integrity  and  improving  the  overall 
performance  and  efficiency  of  City  government. 

The  City  Services  Auditor  is  funded  through  a  commitment 
of  2/10ths  of  one  percent  of  the  City's  annual  budget.  In 
FY2006-07,  approximately  $1 1.8  million  was  budgeted 
under  the  Charter  requirement,  but  only  $9.0  million  was 
spent,  with  the  balance  returned  to  City  funds. 

This  report  highlights  some  of  the  audits  and  special  reports 
issued  by  CSA  during  the  fiscal  year,  and  describes  current 
performance  improvement  projects.  The  Controller's  Office 
welcomes  comments  and  feedback  and  can  be  contacted 
at:  CSA.ProiectManaaer@sfqov.org 

Reports  and  resources  from  the  City  Services  Auditor  are 
posted  on  the  Controller's  website  at; 

http://www.sfaov.org/site/controller  csa  index.asp?id=35959 
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WHISTLEBLOWER  PROGRAM 


Almost  half  of  all  calls  are 
handled  within  72  hours 


The  Whistleblower  Program  received  a  total  of  313  contacts 
during  the  2006-07  fiscal  year.  About  a  third  were  true 
whistleblower  complaints— those  alleging  waste,  fraud, 
abuse  of  City  resources,  and  employee  misconduct.  The 
remaining  contacts  were  requests  for  information  that  were 
answered  immediately  or  resulted  in  a  referral  to  another 
City  department.  All  calls  and  complaints,  including  those 
referred  to  another  agency,  are  tracked  through  to  resolution 
by  the  City  Services  Auditor. 


The  Whistleblower  Program 
receives  and  investigates 
complaints  about  the  quality 
and  delivery  of  government 
services,  wasteful  or 
inefficient  City  government 
practices,  misuse  of  funds 
and  improper  activities  by 
City  government  officials, 
employees,  vendors  or  City 
contractors 


The  hotline  was  the  most  common 
method  of  receiving  complaints 


FY  2006-2007  WHISTLEBLOWER  EXAMPLES: 

•  An  allegation  was  made  that  a  Department  of  Public 
Works  employee  was  using  City  email  to  send  invitations 
to  political  events.  The  complaint  was  found  to  have 
merit,  and  the  employee  received  a  written  warning  citing 
San  Francisco  law  prohibiting  employees  from  engaging 
in  political  activity  during  working  hours  or  on  City 
premises. 

•  A  complaint  alleged  that  several  Juvenile  Probation 
employees  were  assigning  detainees  to  wash  the 
employees'  personal  laundry.  Investigation  found  that  the 
complaint  had  merit.  The  employees  were  verbally  warned 
and  provided  with  the  City's  policy  on  use  of  City 
resources  for  personal  business  and  were  required  to  sign 
it  to  acknowledge  receipt  and  understanding  of  the  policy. 

•  Investigation  determined  that  funds  from  the  sale  of  parts 
from  a  recently  dismantled  obsolete  piece  of  equipment 
were  in  a  safe  at  a  Department  of  Public  Health  location 
instead  of  being  deposited  into  the  appropriate  DPH 
account.  A  total  of  $12,492  was  recovered  and  the 
manager  involved  received  a  one  week  suspension. 

Knowledgeable  CSA  staff  answer  the  Whistleblower  hotline 
during  the  business  day.  All  complaints  are  entered  into  a 
tracking  system  and  are  assigned  a  number  by  which 
complainants  can  see  progress  and  learn  the  resolution  of 
their  complaint  within  the  limits  of  City  law  and  Civil  Service 
Rules.  Whistleblower  staff  meet  quarterly  with 
representatives  of  the  Citizens'  Audit  Review  Board  who 
provide  program  oversight. 

Complainants  can  call  the  hotline  554-CITY  (5289),  use  a 
complaint  form  on  the  whistleblower  website  (see  below) 
send  an  email  to  whistleblower@sfqov.org;  or  send  a  letter 
to  the  Controller's  Office,  and  may  remain  anonymous. 


On  the  web:  http://www.sfgov.org/site/whistleblower 
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PERFORMANCE  MANAGEMENT 


CSA  works  with  City 
leadership  and 
departments  to  develop 
meaningful  performance 
information  to  guide 
decision  making 


The  City  Services  Auditor  works  citywide  to  collect  and 
report  data  and  performance  measures  that  help  San 
Francisco  understand  and  improve  service  delivery. 
CSA  works  with  city  departments  to  develop  meaningful 
information  that  accurately  reflects  progress  toward 
Citywide  and  departmental  goals.  Performance 
measures  and  targets  are  reported  in  the  Mayor's 
Budget  and  used  in  a  variety  of  public  and  management 
processes. 


FY  2006-2007  HIGHLIGHTS: 


•  CSA  held  a  series  of  workshops  to  help 
departments  improve  performance  measures  to 

ensure  that  performance  data  are  an  accurate 
reflection  of  mission,  goals  and  objectives.  The 
workshops  focused  on  tying  performance  measures 
to  outcomes  rather  than  just  inputs  and  outputs. 

•  Hearings  held  by  the  Board  of  Supervisors 
focused  on  the  City's  performance  measures  and 

prompted  departments  to  clarify  and  update  their 
measures.  As  part  of  this  process,  several  hundred 
measures  were  revised,  424  new  measures  were 
introduced,  and  150  measures  were  proposed  for 
deletion. 


SFStat  brings  together  the 
City's  largest  departments  to 
collect  and  present 
performance  measurement 
data  to  City  leadership 


CSA  developed  a  new  web-based  performance 
management  system  to  improve  the  City's 
management  and  tracking  of  performance  goals  and 
objectives.  This  new  system  also  sets  the  stage  for 
linking  finances  to  performance  in  an  integrated 
budget  and  performance  management  system  being 
developed  by  the  Controller's  Office. 

The  SFStat  program  reorganized  performance 
reporting  into  policy  areas  to  improve  collaboration 
between  departments  and  to  allow  for  a  broader 
citywide  focus  on  performance  goals.  Departments 
are  working  to  share  accountability  for  outcomes. 


On  the  web:  http://co.sfqov.orq/webreports/details.aspx?id=631 
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STREETS,  PARKS  AND  SIDEWALKS 


Citywide  parks  ratings 
improve  but  too  many 
parks  still  score  low;  street 
and  sidewalk  standards 
expanded  in  2006-07 


The  City  Services  Auditor  Charter  amendment  requires 
specific  standards  for  the  maintenance  of  streets,  parks  and 
sidewalks,  and  mandates  annual  reporting  on  performance 
to  those  standards.  Using  the  standards  established  in 
FY04-05,  CSA  worked  with  the  Recreation  and  Park  and 
Public  Works  Departments  to  improve  compliance. 


Compliance  with  Parks  Standards 
□  FY  05-06  •  FY  06-07 


Graffiti  standards  include 
zero  tolerance  of  graffiti,  the 
City's  official  policy  -  most 
inspections  did  not  meet  the 
standard 


FY  2006-2007  SUMMARY  OF  RESULTS: 

•  City  parks  performed  somewhat  better  this  year,  up 

two  percent  in  overall  compliance  ratings  from  last  year 
to  82  percent.  Many  parks,  however,  fluctuate  in  ratings 
due  to  erratic  maintenance. 

•  In  addition  to  regular  inspections,  CSA  selected  18 
low-performing  parks  to  inspect  once  every  two 
months  and  shared  the  results  with  Recreation  and  Park 
Department  management  so  that  actions  (such  as 
changing  allocation  of  resources,  cleaning  graffiti  and/or 
completing  pending  work  orders)  could  be  taken  before 
the  next  inspection  occurred. 

>  http://co.sfqov.org/webreports/details. aspx?id=582 

•  The  Recreation  and  Park  Department  has  taken 
steps  to  implement  previous  recommendations,  but 

weaknesses  remain.  Staff  schedules  are  not  updated 
frequently  for  each  park,  and  inspections  found  that 
compliance  rates  with  staff  schedules  were  down 
significantly  from  last  year. 

•  CSA  worked  with  the  Department  of  Public  Works 
(DPW)  to  expand  streets  maintenance  standards  to 

include  specific  standards  for  sidewalk  cleanliness, 
including  trees  and  landscaping,  in  addition  to  existing 
standards  for  street  cleaning,  graffiti  and  trash 
receptacles.  Notably,  the  new  standards  represent 
expansion  into  features  that  are  primarily  the 
responsibility  of  private  property  owners. 

•  Street  cleaning  inspections  showed  most  routes 
passing,  with  33  (75  percent)  out  of  44  inspections 
meeting  the  standard.  Some  areas  consistently  met  the 
standards,  but  Supervisorial  Districts  3,  9  and  1 1  did  not. 
A  review  by  DPW  is  underway  to  assess  reallocation  of 
street  sweeping  resources. 

•  Graffiti  prevention  and  removal  remains  a  persistent 
problem  for  the  City,  especially  on  non-DPW  public 
property  and  private  property.  Average  graffiti  rates  vary 
between  routes,  but  no  areas  passed  all  standards. 


On  the  web:  http://www.sfqov.org/site/controller  paqe.asp?id=291 22 
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CITY  SURVEY 


More  San  Franciscans  give 
government  good  ratings 
than  ever  and  families  are 
staying 


The  2007  City  Survey  is  part  of  an  ongoing  effort  to  measure 
and  improve  the  performance  of  City  government  in  San 
Francisco.  The  survey  measures  the  opinions  of  San 
Franciscans  about  the  public  services  that  most  people 
experience  day  to  day— streets,  parks,  Muni  and  libraries— and 
highlights  demographics  and  important  characteristics  of  the 
City's  population. 


Average  grade  for  all 
services  is  a  C+ 


Several  City  departments  use  survey  results  to  measure 
performance  toward  their  service  goals  as  well  as  inform  their 
strategic  planning,  including  Muni,  the  Department  of  Public 
Works,  the  Recreation  and  Park  Department,  and  the  Public 
Library.  The  survey  results  are  most  useful  when  considered  in 
combination  with  other  indicators— for  example,  feelings  of 
safety  may  be  tracked  along  with  crime  rates. 


Street  and  Sidewalk 
Cleanliness  Ratings 

(per  respondent) 
Eastern  residents  give  mostly 
negative  ratings 


Negative  rating 
Positive  or  neutral  rating 

\      1  Supervisorial  District 


2007  HIGHLIGHTS  AND  FINDINGS: 

•  Forty  percent  of  San  Franciscans  gave  favorable 
ratings  (A  or  B  grades)  to  City  government  -  more  than 
in  any  other  survey  year.  New  residents  and  those  who 
frequently  use  City  services  give  more  favorable  ratings.  As 
in  previous  years,  African  Americans  give  the  lowest  grade 
to  City  government  overall  compared  to  other  residents. 

•  Residents  in  the  southeast  section  of  the  City  are  less 
likely  to  have  a  personal  computer  and  internet  access 
at  home.  Though  computer  and  internet  usage  at  home  has 
jumped  significantly,  the  "digital  divide"  has  grown.  The 
City's  Digital  Inclusion  project  is  using  the  survey  data  to 
help  clarify  strategy  to  bridge  the  digital  divide  and  prioritize 
rollout  of  services  to  neighborhoods  and  populations  that 
have  the  least  access. 

•  Muni  ratings  continue  to  fall,  declining  overall  for  the  third 
time  in  the  last  three  City  surveys.  Muni  ratings  on 
timeliness  and  reliability  are  low  and  falling  throughout  the 
City  but  fell  the  most  in  the  Western  districts. 

•  Fewer  families  with  children  under  age  six  plan  to  leave 
San  Francisco  than  in  2005.  To  meet  the  needs  of  the 
City's  child  population,  the  Department  of  Children,  Youth 
and  Their  Families  will  use  the  survey's  findings  to  improve 
planning  efforts  for  citywide  policies  and  projects. 

•  Feelings  of  safety  are  stable  from  2005,  and  higher  than 
in  the  1990s.  Eighty  percent  of  respondents  report  feeling 
safe  or  very  safe  walking  alone  in  their  neighborhoods 
during  the  daytime  and  more  than  half  of  residents  (57 
percent)  feel  safe  both  day  and  night. 


On  the  web:  http://co.sfqov.org/webreports/details.aspx?id=602 
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CITY  PROJECTS 


City  Projects  works  with 
City  departments  and  on  a 
citywide  basis  to  improve 
the  efficiency  and 
effectiveness  of  City 
services 


The  City  Projects  unit  is  an  internal  consulting  function, 
providing  technical  assistance  to  City  departments  to 
improve  their  operations,  analyze  their  service  and  financial 
performance,  implement  legislative  initiatives,  and  access 
professional  industry  experts  where  needed.  The  unit  also 
performs  analyses  to  support  citywide  management  needs 
and  coordinates  efforts  that  require  the  participation  of 
multiple  City  departments  and  other  stakeholders. 


Project  requests  typically  come  from  City  leadership  such  as 
the  Mayor,  Board  of  Supervisors,  or  City  Department 
executives.  City  Projects  professionals  bring  special 
expertise  in  project  management,  analysis  and  problem- 
solving  to  the  job.  Examples  of  the  unit's  work  to  help  the 
City  be  more  effective  include: 

•  Operational  analysis  to  reduce  backlogs,  wait  times  and 
improve  customer  service; 

•  Caseload  and  workload  analysis  to  support  staffing  and 
program  design  decisions; 


Quantitative  analysis  for  labor  contract  negotiations. 


Citywide  Nonprofit  Monitoring  Project 

The  City  and  County  of  San  Francisco  contracts  hundreds 
of  millions  of  dollars  each  year  to  nonprofit  service 
providers.  The  Citywide  Nonprofit  Monitoring  Project 
streamlines  and  standardizes  City  nonprofit  contract 
monitoring.  In  addition  to  orienting  new  departments  to  the 
citywide  monitoring  process,  efforts  focused  on  expansions 
and  refinements  in  the  tools  and  procedures  as  well  as 
improving  department  adherence  to  these  procedures. 

•  Seven  new  departments  joined  citywide  monitoring  in  the 
second  year  of  the  project,  for  a  total  of  eleven 
participating  departments.  Sixty-seven  nonprofit 
contractors  participated  in  FY  06-07,  and  all  nonprofits 
receiving  human  services  funding  from  more  than  one 
City  department  will  be  included  by  FY  08-09. 

•  CSA  contracted  with  Compasspoint  to  deliver  a  series  of 
trainings  on  financial  management,  cost  allocation,  and 
Board  governance  to  City  staff  and  nonprofits. 

>  http://www.sfqov.org/site/controller  index.asp?id=30547 
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MUNICIPAL  HEALTHCARE  ASSESSMENT 


Project  Goals 

>  Clarify  the  role  DPH  plays 
in  the  local  health  delivery 
market 

>  Analyze  supply  and 
demand  for  health  care 
among  uninsured  San 
Franciscans 

>  Implement  strategies  to 
maximize  healthcare 
revenue  and  minimize 
costs 


The  Municipal  Healthcare  Assessment  Project  will  improve 
the  effectiveness  and  efficiency  of  public  health  service 
delivery  in  San  Francisco.  The  Controller's  Office  and  the 
Department  of  Public  Health  (DPH)  have  contracted  with 
expert  national  healthcare  consulting  firms  in  the  following 
three  initiatives: 

Healthy  San  Francisco  Implementation 

Healthy  San  Francisco  (HSF)  is  a  healthcare  access 
program  for  San  Francisco's  82,000  uninsured  adults.  CSA 
supported  DPH  in  planning  and  initial  implementation  of  the 
program,  including  an  analysis  of  demand  for  the  program 
and  DPH's  capacity  to  absorb  new  HSF  patients. 

•  An  analysis  performed  by  the  Lewin  Group  projected  that 
55  percent  of  those  eligible  will  participate  in  HSF  at  full- 
scale  implementation.  Lewin  also  projected  that  HSF  will 
require  an  additional  46  full-time  equivalent  providers 
(FTEs)  across  a  range  of  medical  and  other  specialties 
to  meet  the  demand  of  a  maximum  uptake  of  40,000 
participants. 

On  the  web:  http://www.sfhp.org/HealthySanFrancisco/ 


Phased  implementation  of 
HSF  began  on  July  2,  2007 
and  will  expand  to  include  all 
eligible  uninsured  San 
Franciscans  by  January  2008 


Local  Market  Summary  and  Benchmarking 

This  analysis  looks  at  the  role  DPH  plays  in  delivering 
health  services  and  the  implications  of  healthcare  market 
trends  to  the  City's  public  health  system.  It  examines  how 
San  Francisco  General  Hospital  (SFGH)  compares  in 
effectiveness  and  efficiency  to  other  local  health  providers 
regionally  and  nationwide. 

•  SFGH  ranks  high  in  nationwide  quality  of  care  indicator 
results  and  on  other  benchmarks  of  performance.  SFGH 
departments  used  25.9  percent  less  overtime  than  the 
average  used  by  peer  departments. 


City  Facilities  and  Programs  Cost  Analysis 

This  analysis  includes  an  in-depth  review  of  revenues  in 
San  Francisco  General  Hospital,  Laguna  Honda  Hospital, 
and  DPH  Community  and  Behavioral  Health  programs. 

•  Expert  consultants  identified  $3-6  million  worth  of  gross 
savings  to  the  City.  Annual  revenue  enhancements 
involve  focusing  efforts  on  capturing  additional  funds 
from  eligibility  oversights,  point-of-service  collections, 
accounts  receivable  and  instituting  strategic  pricing 
mechanisms. 

•  Implementation  of  revenue  cycle  enhancements  will  take 
place  in  fiscal  year  2007-2008. 
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TRANSIT  EFFECTIVENESS  PROJECT 


Project  Goals 

>  Improve  overall  Muni 
performance  and  promote 
long-term  financial  stability 

>  Provide  faster,  more 
convenient  travel  that 
reflects  current  and 
projected  travel  patterns 

>  Develop  more  cost-effective 
operating  practices 

>  Develop  a  5-  to  7-year  road 
map  for  improving  service 


Ridership  Snapshot 

Cumulative  passenger  loads  on 
the  29  Sunset  southbound 
(weekday) 


Southbound 


The  Controller's  Office  is  partnering  with  the  San  Francisco 
Municipal  Transportation  Agency  (SFMTA)  on  the  Transit 
Effectiveness  Project  (TEP)  -  a  comprehensive  effort  to 
evaluate  the  City's  Municipal  Railway  system  (Muni)  and  find 
ways  to  improve  service,  attract  more  riders,  and  increase 
efficiency.  The  TEP  will  strengthen  Muni's  current  service 
delivery,  provide  a  blueprint  for  future  service  expansion, 
incorporate  industry  best  practices  and  promote  the  SFMTA's 
long-term  financial  stability. 

FY  2006-2007  HIGHLIGHTS: 

•  The  TEP  led  a  line-by-line  data  collection  effort  with 
automatic  passenger  counters  on  the  bus  fleet  and 
manual  checkers  on  the  rail  fleet,  collecting  an 
unprecedented  level  of  ridership  data  that  will  greatly 
enhance  SFMTA's  ability  to  assess,  plan  and  adjust  Muni 
service  on  a  regular  basis. 

•  Formal  market  research  has  found  that  the  need  for 
reliability  and  sensitivity  to  travel  time  are  the  primary 
factors  influencing  residents'  everyday  travel  choices. 

•  The  TEP  identified  near-term  opportunities  to  improve 
service  reliability  through  pilot  efforts  on  the  1 -California 
and  J-Church  lines.  Reliability  of  on-time  service  on  the  1- 
California  line  increased  from  81%  to  88%  with  100% 
operator  and  vehicle  availability,  sufficient  street 
supervision  and  traffic  enforcement. 

•  Working  closely  with  SFMTA's  finance  team,  the  TEP 
developed  an  operations  and  maintenance  cost  model 

to  estimate  costs  down  to  the  route  level.  This  tool  shows 
projected  costs  for  services  changes,  accounting  for 
variables  such  as  inflation  adjustments  and  mechanic 
costs.  Transit  operator  salaries  are  the  single  largest  line 
item  expenditure,  followed  by  vehicle  maintenance  costs. 

•  The  TEP  continued  to  solicit  broad  public  input 
through  multiple  outreach  strategies.  Citywide 
workshops  in  December  2006  and  transit  forums  for  youth 
and  families  in  March  2007  gathered  public  input.  TEP 
conducted  a  general  rider  survey  and  a  complementary 
survey  of  seniors  and  people  with  disabilities.  The  project 
team  gathered  input  from  SFMTA  employees  agency-wide 
and  briefed  approximately  30  community  groups  and  other 
interested  parties  throughout  the  City. 


On  the  web:  http://www.sftep.com/ 
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PERFORMANCE  AND  FINANCIAL  AUDITING 


CSA  audits  the 
performance  and  financial 
integrity  of  City 
departments  and 
resources 


The  City  Services  Auditor  performs  audits  of  City 
departments,  agencies,  services,  and  contractors  and 
nonprofits  that  receive  City  funding.  Our  goals  are  to  ensure 
efficient,  effective,  and  accountable  government  and  to 
support  informed  policy  decisions  by  providing  timely 
information  in  high-quality,  reliable  reports.  A  full  list  of 
audits  performed  in  FY06-07  can  be  found  in  Appendix  B. 


Audit  reports  address  a  wide 
range  of  issues  and  provide 
recommendations  to  develop 
more  effective  and  efficient 
operations 


Types  of  audits 

•  Performance  audits  provide  information  to  improve 
operations  and  facilitate  decision  making  by  parties  with 
responsibility  to  oversee  or  initiate  corrective  action  and 
improve  public  accountability. 

•  Financial  audits  provide  reasonable  assurance  about 
whether  financial  statements  are  presented  fairly  in  all 
material  aspects  in  conformity  with  generally  accepted 
accounting  principles. 

•  Attestation  engagements  examine,  review,  or  perform 
procedures  on  a  broad  range  of  subjects  such  as 
internal  controls;  compliance  with  requirements  of 
specified  laws,  regulations,  rules,  contracts,  or  grants; 
and  the  reliability  of  performance  measures. 

On  the  web:  http://co.sfgov.org/webreports 

CSA  engaged  in  improving  efficiency  of  the  audit  team  this 
year,  instituting  an  electronic  workpapers  and  project 
planning  software  suite,  TeamMate,  as  well  as  conducting 
trainings  for  improving  report  writing  skills,  using  ACL 
analytical  software,  and  performing  construction  audits. 


TIDA  worked  with  the 
Controller's  office  to  correctly 
record  and  accordingly 
reclassify  TIDA 's  assets  and 
liabilities 


Follow-up:  Treasure  Island  Development  Authority 

In  2005,  CSA  conducted  an  audit  of  the  Treasure  Island 
Development  Authority  (TIDA)  that  identified  poor 
management  practices.  The  audit  included  35 
recommendations  to  establish  accounting  procedures  that 
comply  with  generally  accepted  accounting  principles  and 
sound  internal  controls,  reorganize  the  staff  structure  in 
accordance  with  TIDA's  current  mission  and  functions, 
establish  routine  monitoring  of  interim  sublease 
agreements,  implement  the  recommendations  from  the 
Harvey  Rose  audit,  establish  payroll  procedures  to  ensure 
legal  compliance,  and  submit  the  former  director's  CalPERS 
information  to  CalPERS  for  correction. 


As  of  January  2007,  TIDA  had  completed  77  percent  of  the 
recommended  implementations  and  provided  a  timeline  for 
the  outstanding  recommendations. 
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OFFICE  OF  CITIZEN  COMPLAINTS 


Weak  case  management 
and  organizational  issues 
degrade  OCC's 
performance 


The  Office  of  Citizen  Complaints  (OCC)  was  created  by  a 
1982  Charter  Amendment  to  promptly,  fairly,  and  impartially 
investigate  complaints  of  police  misconduct.  At  the  request 
of  the  San  Francisco  Police  Commission,  CSA's  audit  team 
assessed  whether  the  OCC  investigates  complaints  within 
the  timelines  required  by  its  mandate  and  state  law  and 
follows  its  policies  and  procedures  for  conducting 
investigations.  The  audit  also  assessed  the  OCC's 
management  practices  and  outreach  activities. 


The  audit  report  includes  45  recommendations  for  the  OCC 
to  improve  its  timeliness  in  completing  investigations,  create 
and  use  aging  reports  to  prioritize  cases  and  redistribute 
caseloads  as  necessary  to  complete  timely  investigations, 
meet  standard  expectations  for  performance  and 
management,  and  improve  its  community  outreach  efforts. 


Causes  of  Late  Investigations 

Delay  Periods  of  30  or  More 
Consecutive  Days 


□  No  reason  indicated 

□  Waiting  for  complainant/witness  info 

□  OCC-related  delays 

□  SFPD-related  delays 


FINDINGS  AND  RECOMMENDATIONS: 

•  OCC  investigations  took  longer  than  necessary  due 
to  pervasive  case  management  issues.  As  a  result, 
1 13  (40  percent)  of  the  286  cases  sustained  between 
January  2003  and  June  2006  took  more  than  ten  months 
to  close.  The  primary  cause  of  late  investigations  was 
periods  of  30  or  more  consecutive  days  when  no  work 
was  done  on  a  case.  There  was  no  reason  indicated  in 
the  case  files  for  54  (59  percent)  of  92  of  these  delays. 

•  OCC  management  does  not  meet  standard 
expectations  for  performance  and  management 
accountability.  Responses  to  an  anonymous  survey  of 
OCC  employees  identified  poor  morale  among  72  percent 
of  employees  and  specific  instances  of  unprofessional 
behavior.  OCC  management  has  not  conducted  annual 
performance  evaluations  of  staff  or  counseled  or 
disciplined  low-performing  employees. 

•  The  OCC  should  monitor  its  progress  on 
investigations  and  work  with  the  San  Francisco 
Police  Department  to  complete  the  investigation  and 
discipline  notification  process  within  the  one-year  statute 
of  limitations,  with  the  specific  goal  of  completing  all 
investigations  within  the  Charter  guideline  of  nine  months, 
but  definitely  no  later  than  ten  months. 

STATUS 

An  interim  director  was  appointed  in  February  2007  and  has 
begun  implementation  of  some  of  the  audit  recommendations, 
including  implementing  plans  to  close  all  cases  identified  as 
potentially  sustainable  within  nine  months. 
On  the  web:  http://co.sfgov.org/webreports/details.aspx?id=563 
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PARKING  AUTHORITY 


The  Parking  Authority 
should  improve 
administration  of  the  North 
Beach  and  Vallejo  Street 
Garages 


The  Parking  Authority  oversees  management  of  the  North 
Beach  and  Vallejo  Street  Garages,  which  are  operated  by 
Pacific  Park  Management  (Pacific)  under  a  management 
agreement.  The  North  Beach  Garage  is  located  at  735 
Vallejo  Street,  and  the  Vallejo  Street  Garage  is  located  at 
766  Vallejo  Street,  almost  directly  across  the  street  from 
each  other.  The  purpose  of  this  audit  was  to  determine  if 
Pacific  correctly  reported  and  remitted  all  revenues  collected 
from  the  operation  of  the  garages  to  the  Parking  Authority 
and  to  assess  whether  control  and  collection  procedures  for 
parking  fees  were  sufficient  to  prevent  revenue  losses. 


Almost  10  percent  of  daily 
tickets  during  nine  sample 
days  were  issued  at  no 
charge  to  Pacific  employees, 
the  Police  Department  and 
vendors 


FINDINGS  AND  RECOMMENDATIONS: 

•  Pacific  did  not  properly  account  for  all  tickets  it 
issued  and,  as  a  result,  underreported  and  underpaid 
$39,910  in  revenues  to  the  Parking  Authority. 

•  Parking  Authority  staff  authorized  Pacific  to 
provide  some  free  monthly  parking  at  the  garages 
without  obtaining  required  approval  from  the 
SFMTA  Board  of  Directors  or  Board  of  Supervisors. 
Most  of  the  free  parking,  valued  at  approximately 

$1 ,540,000  for  the  audit  period,  was  provided  to  San 
Francisco  police  officers,  with  an  additional  $33,000 
provided  to  Pacific  management  staff. 

•  The  Parking  Authority  incurred  extra  costs  of 
approximately  $366,000  to  provide  the  free  parking  to 
police  officers  during  the  audit  period  because  Pacific 
had  to  keep  the  Vallejo  Street  garage  open  24  hours  a 
day.  Pacific  should  keep  only  the  North  Beach  Street 
garage  open  overnight,  as  mandated  by  the 
agreement,  to  achieve  cost  savings  of  at  least 
$122,000  a  year. 

•  Pacific  also  provided  free  transient  parking,  with  a 
value  of  at  least  $67,950,  outside  the  terms  of  the 
agreement.  As  a  result,  it  did  not  collect  all  revenues 
owed  to  it  and  underpaid  the  Parking  Authority. 

STATUS 

The  Parking  Authority  agreed  to  implement  most  of  the 
audit  recommendations,  including  establishing  a  formal, 
properly  approved  policy  covering  free  parking.  The  MTA 
Board  also  revoked  parking  passes  issued  to  their  own 
members  and  others  pending  resolution  of  the  parking 
policy.  The  Police  Department  agreed  to  pay  for  officer 
parking,  and  the  MTA  agreed  to  pay  for  police  services 
that  had  been  provided  at  no  charge. 
On  the  web:  http://co.sfqov.orq/webreports/details.aspx?id=558 
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SFO  ENTERPRISES 


The  Airport's  investment  in 
SFOE  will  result  in  losses 
of  $667,000  and  may 
increase  up  to  $1.5  million 


The  City  formed  SFO  Enterprises  (SFOE)  to  allow  Airport 
staff  to  provide  airport  management  consulting  services 
through  SFOE  to  other  international  airports.  Because 
SFOE  did  not  have  initial  capital  to  hire  its  own  employees 
and  pay  for  other  services,  it  planned  to  use  Airport 
employees  to  perform  the  corporation's  services.  In  return 
SFOE  agreed  to  reimburse  the  Airport  for  payroll  costs, 
travel  expenses,  and  other  services  performed  by  Airport 
staff  and  other  vendors. 


Due  to  concerns  about  SFOE's  operations,  the  Board  of 
Supervisors  directed  the  Airport  to  terminate  SFOE  and 
also  requested  that  CSA  perform  an  audit  of  SFOE. 

FINDINGS  AND  RECOMMENDATIONS: 


•  The  Airport  will  lose  at  least  $667,000  from  its 
investments  in  the  private,  for-profit  SFOE.  The 

Airport  is  now  closing  operations  of  SFOE,  and  if  it  does 
not  collect  the  receivable  from  the  sale  of  its  sole 
subsidiary,  SFOE  Honduras,  the  Airport's  loss  will 
increase  to  $1.5  million. 

•  The  Airport  could  have  better  managed  its 
relationship  with  SFOE.  The  Airport  did  not  consider 
potential  internal  control  weaknesses  when  it  assigned 
some  of  its  upper  management  staff  as  officers  of  SFOE 
and  then  assigned  some  of  the  same  staff  to  manage 
the  agreement  on  behalf  of  the  Airport. 

million  in  past  due  charges         •  The  Airport  provided  services  to  SFOE  before  it  had 

a  formal  agreement  and  was  1 8  months  late  in 
formalizing  the  repayment  agreement  for  SFOE  to  pay 
for  past  services. 

•  Before  providing  any  services  for  outside  agencies, 
the  Airport  should  formally  enter  agreements  which 
specify  reimbursement  rates  for  providing  services  and 
identify  the  recovery  of  sufficient  overhead.  The  Airport 
should  also  reassess  its  procedures  for  identifying  costs 
to  different  cost  centers  to  give  a  more  comprehensive 
summary  of  the  costs  involved  for  specific  projects. 


SFOE  owes  the  Airport  $1 


STATUS 

The  Airport  does  not  anticipate  that  they  will  collect  the 
future  contingent  payment  from  the  sale  of  SFOE 
Honduras,  increasing  the  Airport's  loss  to  $1.5  million. 

On  the  web:  http://co.sfqov.orq/webreports/details.aspx?id=565 
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PARKING  METER  REVENUE 


Combined  revenue  from 
parking  meters  and 
citations  equals  91  percent 
of  expected  parking  meter 
revenues 


The  San  Francisco  Municipal  Transportation  Agency's 
(SFMTA)  goals  for  the  parking  meter  program  are  to 
generate  parking  turnover  and  to  ensure  that  streets  used 
by  public  transportation  vehicles  are  not  blocked.  The  audit 
objectives  were  to  determine  what  percent  of  time  parking 
meters  are  occupied,  and  are  they  paid  as  required  by  City 
parking  regulations. 


When  the  cost  of  a  citation  is 
low  relative  to  the  cost  of 
parking,  drivers  are  less 
likely  to  pay 


FINDINGS  AND  RECOMMENDATIONS: 

•  Although  the  maximum  potential  revenue  that  can  be 
collected  from  parking  meters  is  $127.2  million,  the 
City  can  only  expect  to  collect  $54.0  million  (42 
percent)  due  to  meters  that  are  broken  or  in  construction 
zones,  unoccupied  meters,  and  vehicles  exempt  from 
paying  the  meters.  The  combined  amount  of  meter  and 
citation  revenues  in  FY  2005-06  was  $49.4  million,  or  91 
percent  of  the  $54.0  million  that  the  City  can  expect  to 
collect  from  parking  meters. 

•  SFMTA  should  implement  any  needed  changes  to 
increase  enforcement  for  commercial  vehicles 
parked  at  meters  and  review  the  amounts  charged  for 
parking  passes  and  citations  to  ensure  lost  revenues  are 
offset  and  cost  for  parking  is  recaptured. 


Factors  Reducing  Parking  Meter  Revenue 


$128.0 


$108.0 


$127.2  Million  = 
Maximum  Potential  Revenue 


■  Unavailable  Meters,  $6.4 
^  Unoccupied  Meters,  $49.4 
[""l  Exempt  from  Paying,  $17.4 

□  Actually  Paid,  $29.7 

^  Unpaid  -  Commercial,  $14.0 

□  Unpaid  -  Passenger,  $10.3 


$24.3  Million  = 

Vehicles  Required  to 
Pay  But  Did  Not 


STATUS 

The  SFMTA  is  currently  evaluating  alternative  parking 
enforcement  deployment  strategies  and  reviewing  all  fares, 
fines  and  fees  and  any  exemptions  or  discounts,  including 
parking  fee  exemptions  through  passes. 

On  the  web:  http://co.sfqov.orq/webreports/details.aspx?id=620 
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DEPARTMENT  OF  THE  ENVIRONMENT 


Improving  business 
practices  will  advance 
environmental  programs 


CSA  audited  the  Department  of  the  Environment  (DOE)  to 
assess  whether  the  DOE  fulfills  its  mandates  under  City 
codes,  properly  uses  funds  from  the  City's  Solid  Waste 
Impound  Account  that  is  funded  by  garbage  ratepayers,  and 
effectively  directs  its  grant  and  contracting  practices 
towards  achieving  the  goals  of  the  Department's  programs. 


FINDINGS  AND  RECOMMENDATIONS: 

•  DOE  met  its  Charter  and  Environment  Code 
mandates  except  for  two  reporting  requirements. 
However,  the  Solid  Waste  Impound  Account  is  DOE's 
primary  funding  source,  and  additional  oversight  and 
controls  over  DOE's  $6.0  million  in  annual  impound 
account  expenditures  are  needed. 


The  Solid  Waste  Impound 
Account  is  funded  from  a 
portion  of  refuse  collection 
fees  paid  by  both  commercial 
and  residential  ratepayers 


In  FY  2005-06,  DOE  charged  almost  $3  million  (45 
percent)  of  its  Solid  Waste  Impound  Account  budget 
based  on  estimated  costs  but  did  not  adjust  the 
estimates  to  reflect  actual  costs  and  did  not  maintain 
supporting  documentation  to  make  such  adjustments. 

Some  grant  agreements  and  contracts  did  not 
clearly  define  the  required  work,  billable  costs,  and 
reporting  requirements,  which  prevented  DOE  from 
adequately  monitoring  grantees'  and  contractors' 
performance.  Fifty-five  percent  of  grant  agreements  we 
reviewed  did  not  adequately  specify  targets  and 
measurements  of  performance. 


DOE  spent  $378,456  (42  percent)  of  an  $897,941 
grant  between  August  2001  and  May  2005  for 
construction  of  an  educational  "living  classroom" 
facility,  but  the  grantee  had  not  made  sufficient 
progress  on  the  major  grant  tasks  or  deliverables  before 
the  grant  expired.  Problems  with  the  project  were 
exacerbated  because  DOE  staff  did  not  have  expertise 
and  monitoring  procedures  appropriate  for  overseeing  a 
construction  project. 


STATUS 

DOE  concurred  with  all  the  recommendations,  and  has 
begun  implementation  of  many  of  them.  However, 
construction  has  not  begun  on  the  "living  classroom". 


On  the  web:  http://co.sfqov.orq/webreports/details.aspx?id=562 
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CABLE  CAR  FARE  COLLECTION 


The  San  Francisco  Municipal  Transportation  Agency 
(SFMTA)  operates  three  cable  car  lines  that  travel  from 
Powell  and  Market  Streets  to  Fisherman's  Wharf,  and  along 
California  Street. 

Conductors  are  required  to  collect  fares  from  the  front  of  the 
cable  car  before  leaving  the  terminal,  working  their  way 
back  as  they  proceed  in  service  and  when  the  car  is  on  flat 
or  nearly  flat  ground  between  boarding  points.  Conductors 
must  provide  numbered  tickets  to  passengers  who 
purchase  fares  onboard  the  cable  cars,  which  serve  as  a 
receipt  for  the  cash  fare.  The  regular  adult  and  youth  cable 
car  fare  is  $5  each  way. 

The  audit  showed  that  cable  car  conductors  were  not 
properly  collecting  fares  from  all  passengers  and  not  issuing 
receipts  to  all  passengers  when  collecting  cash  fares. 

FINDINGS  AND  RECOMMENDATIONS: 

•  Conductors  did  not  always  collect  cash  fares  from 
passengers.  Conductors  failed  to  collect  fares  on  17  (40 
percent)  of  42  boardings  by  the  auditors.  However, 
conductors  did  issue  receipts  in  24  of  25  instances  when 
they  collected  cash  fares. 

•  Conductors  did  not  always  collect  cash  fares  from 
other  boarding  passengers.  During  the  42  rides,  the 
auditors  observed  that  conductors  did  not  always  move 
throughout  the  car  when  safe  to  do  so  or  consistently 
collect  fares  from  passengers.  As  a  result,  conductors 
did  not  collect  fares  from  at  least  76  passengers  in  our 
42  sample  rides. 

•  SFMTA  should  instruct  conductors  to  adhere  to  all 
cable  car  fare  collection  procedures  to  maximize 
cable  car  fare  collections. 

STATUS 

SFMTA  has  identified  seven  procedures  that  it  will  be 
implementing  to  significantly  minimize  the  cable  car  fare 
collection  issues. 


On  the  web:  http://co.sfgov.org/webreports/details. aspx?id=603 


SFMTA  needs  to  improve 
cable  car  collection 
practices 
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APPENDIX  A:     CHARTER  AND  MISSION  OF  THE 
CITY  SERVICES  AUDITOR 


CHARTER 

The  City  and  County  of  San  Francisco  (City),  through  the  City 
Charter  and  Administrative  Code,  has  established  an  audit 
office  and  a  services  audit  unit  within  the  Controller's  Office. 
According  to  the  City  Charter,  Section  3.105,  and 
Administrative  Code,  Section  2.92,  the  City  Services  Auditor, 
on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees 
of  the  City  charged  in  any  manner  with  the  custody,  collection, 
or  disbursement  of  funds,  including  all  accounts  of  money 
received  by  the  Office  of  the  Treasurer  and  Tax  Collector.  The 
City  Services  Auditor  is  further  charged  to  evaluate  the 
effectiveness  and  efficiency  of  the  operations  of  all  boards, 
commissions,  offices,  and  departments.  To  carry  out  its  duties, 
the  City  Services  Auditor  shall  have  access  to,  and  authority  to 
examine  all  documents,  records,  books,  and  other  property  of 
any  board,  commission,  officer,  or  department.  Further,  when 
requested,  the  City  Services  Auditor  shall  audit  the  accounts  of 
an  officer  or  department. 

MISSION 

The  City  Services  Auditor  is  responsible  for  providing 
independent  audits  and  reviews  within  the  City  as  a  service  to 
the  citizens  of  San  Francisco  as  well  as  to  the  City's  boards, 
commissions,  and  departments.  The  City  Services  Auditor 
evaluates  systems  of  internal  controls  over  City  finances  and 
operations  to  assure  assets  are  protected  and  managed  in 
accordance  with  all  requirements  stipulated  in  the  Charter, 
Administrative  Code,  ordinances,  policy  statements,  and 
accepted  business  practices.  The  City  Services  Auditor  also 
provides  recommendations  to  help  management  maximize  the 
use  of  resources  and  provide  adequate  service  levels.  The 
City  Services  Auditor  reports  the  findings  of  its  reviews  to  the 
Mayor,  Board  of  Supervisors,  Civil  Grand  Jury,  the  appropriate 
commissions,  and  department  management.  The  City 
Services  Auditor  accomplishes  its  mission  through  financial, 
performance,  investigative,  and  concession  audits  and  through 
analysis,  performance  measurement  and  technical  assistance 
to  City  departments  and  other  agencies. 
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APPENDIX  B:     AUDITS  AND  SPECIAL  REPORTS 
ISSUED  FY  2006-2007 


Date 

Title  of  Report  Issued     Major  Recommendations 

Performance  Audit  Reports 


Department  of  Telecommunications  and  1/17/06 
Information  Services: 

DTIS  Needs  to  Simplify  Its  Model, 
Improve  Customer  Service,  and  Revamp 
Performance  Measures 


DTIS  can  reduce  its  costs  and  improve  its 
customer  service  by  simplifying  the  rate  model 
and  making  its  rates  more  equitable,  predictable, 
and  transparent  for  its  clients,  and  by 
consolidating  overlapping  and  duplicate  functions 
both  within  DTIS  and  with  other  City  departments. 
Implementing  generally  recognized  project 
management  techniques  would  help  DTIS  ensure 
accountability  for  its  projects.  


Department  of  the  Environment:  1/22/07  See  page  14 
Improve  Business  Practices  To  Advance 

Environmental  Programs  

Office  of  Citizen  Complaints:  1/24/07      See  page  10 

Weak  Case  Management  and 
Organizational  Issues  Degrade  OCC's 
Performance 


Mayors'  Office  of  Economic  Workforce  3/5/07 
Development: 

Chinatown  Neighborhood  Association 
was  Overpaid  for  Night  Market  Expenses 
and  Did  Not  Meet  Grant  Terms 


The  Mayor's  Office  of  Economic  and  Workforce 
Development  should  not  pay  the  Chinatown 
Neighborhood  Association  the  remaining  $1 1 ,486 
in  grant  funds  and  should  ask  CNA  to  refund 
$9,514  of  prior  disbursements. 


Municipal  Transportation  Agency:  5/17/07      See  page  13 

Combined  Revenue  from  Parking  Meters 
and  Citations  Equals  91  Percent  of 

Expected  Parking  Meter  Revenues  


Department  of  Building  Inspection:  5/24/07 

Using  Information  Gained  on  the  Job  to 
Buy  Property  Was  an  Isolated  Incident 


In  the  two  years  examined,  July  2004  through 
June  2006,  only  one  DBI  employee  (who  since 
left  the  department)  obtained  an  ownership 
interest  in  a  real  property  in  San  Francisco  in  the 
12  months  following  a  complaint  made  against 
the  property  to  DBI.  However,  we  were  unable  to 
verify  that  the  employee,  then  a  senior  building 
inspector,  took  advantage  of  knowledge  gained 
on  the  job  to  buy  the  property.  
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Title  of  Report 


Date 
Issued 


Major  Recommendations 


Attestation  Engagements 

Board  of  Supervisors: 

Reviews  of  Department  Head  Transitions 
at  Seven  City  Departments 


7/1 3/06      To  ensure  that  the  departments  properly  account 
for  all  assets  and  equipment  assigned  to  its 
department  heads,  each  department  should 
complete  a  comprehensive  listing  of  all  assets 
and  equipment  assigned  to  the  new  department 
head. 


Health  Commission: 

A  Review  of  Two  Cash  Revolving  Funds 
From  June  1 ,  2004,  Through  August  31 , 
2005 


7/31/06      Although  the  department  correctly  used  its 

revolving  funds,  the  department  did  not  properly 
administer  and  manage  the  cash  revolving  fund 
assets  of  both  funds  and  exceeded  the  amounts 
authorized  in  the  San  Francisco  Administrative 
Code  and  as  recorded  in  the  Controller's 
Financial  Accounting  and  Management 
Information  System.  The  department  had  an 
excess  of  $4,080  in  the  Central  Office  fund  and 
$174  in  the  Mental  Health  fund. 


San  Francisco  Arts  Commission: 

African  American  Art  &  Culture  Complex 
Properly  Used  Grant  Funds  but  Did  Not 
Comply  with  All  Reporting  Requirements 


12/20/06     The  African  American  Art  and  Culture  Complex 
needs  to  establish  a  community  support  board,  to 
improve  some  of  its  reporting  procedures,  and  to 
ensure  that  it  meets  legal  and  grant  requirements. 


San  Francisco  Arts  Commission: 

Bayview  Opera  House  Properly  Used 
Grant  Funds  but  Incorrectly  Billed  the  Arts 
Commission 


12/20/06     The  Bayview  Opera  House  did  not  retain 

sufficient  documentation  to  support  some  of  its 
expenditures,  and  needs  to  improve  some  of  its 
accounting  and  reporting  procedures  to  ensure 
that  it  meets  the  objectives  of  the  Arts 
Commission's  grant.   


Laguna  Honda  Hospital: 

The  Hospital  Improperly  Purchases  Linen 
and  Other  Supplies,  and  Needs  to 
Improve  Its  Purchasing  Procedures 


12/20/06     Laguna  Honda  Hospital  needs  to  re-examine  its 
policies  and  procedures  for  purchasing  goods 
and  services,  and  its  contract  terms  with  its 
supplier  to  ensure  it  is  making  the  most  cost- 
effective  purchasing  decisions.  Laguna  Honda 
should  also  prepare  a  procedure  manual  for  its 
purchasing  function  and  consult  with  the  City's 
Office  of  Contract  Administration  to  ensure  that 
the  hospital  has  established  adequate 
procedures.  


Board  of  Supervisors: 

The  Airports  Investment  in  SFO 
Enterprises  Will  Result  in  Losses  of 
$667,000  and  May  Increase  Up  to  $1.5 
Million 


1/22/07      See  page  12 
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Title  of  Report 


Date 
Issued 


Major  Recommendations 


Department  of  Children,  Youth  and  Their 
Families: 

San  Francisco  Neighbors  Resource 
Center  Could  Not  Account  for  All  Its  Grant 
Expenditures 


2/1/07       The  San  Francisco  Neighbors  Resource  Center, 
a  nonprofit  organization,  received  city  funding 
under  a  grant  with  the  Department  of  Children, 
Youth  and  Their  Families,  to  provide  community 
referral  services.  Based  on  available  records,  the 
auditors  could  not  determine  conclusively  if  the 
center  improperly  used  city  funds  for  political 
activities.  Nevertheless,  from  the  available 
records,  the  auditors  identified  at  least  $8,666  in 
overpayment  from  the  department  to  the  center. 


Office  of  the  Sheriff: 

The  Sheriff  is  Entitled  to  Additional 
Commissions  From  Its  Telephone 
Services  Provider  for  the  Inmate  Welfare 
Fund 


3/16/07      The  Sheriff  appropriately  accounted  for  Inmate 
Welfare  Fund  revenues  and  expenditures; 
however,  the  audit  determined  that  the  provider  of 
inmate  telephone  services,  Public 
Communication  Services,  Inc.,  may  owe  up  to 
$1.9  million  in  retroactive  commissions  and  late 
interest  charges  to  the  Sheriff  because  PCS  did 
not  exercise  the  "Most  Favored  Customer"  clause 
in  its  contract. 


Municipal  Transportation  Agency: 

The  Agency  Needs  to  Improve  Cable  Car 
Fare  Collection  Practices 


4/17/07 


See  page  15 


Department  of  Public  Health: 

Monitoring  of  A-133  Single  Audit  Reports 
for  Agencies  Awarded  Federal  Funds  by 
the  Department  in  Fiscal  Year  2005-06 


4/18/07      The  Department  of  Public  Health,  as  the  primary 
recipient  of  federal  grants,  is  required  to  monitor 
those  organizations,  or  sub-recipients,  to  which  it 
passes  through  federal  funds.  Sub-recipients 
receiving  federal  awards  of  $500,000  or  more 
must  issue  single  audit  reports  performed  in 
accordance  with  OMB  Circular  A-133. 


Municipal  Transportation  Agency: 

A  Review  of  the  San  Francisco  Auto 
Return  Towing  Contract  August  2005 
Through  July  2006 


5/1 0/07      From  August  1 ,  2005,  through  July  31 ,  2006, 

AutoReturn  correctly  paid  a  total  of  $5,996,993  in 
referral  fees,  administrative  fees,  and  citation  fees 
to  the  City.  The  San  Francisco  Police  Department 
and  the  MTA  can  improve  their  controls  over 
waivers  exempting  payment  of  towing  fees  by 
including  the  reasons  for  issuing  waivers  on  the 
waiver  form  and  better  tracking  the  waiver 
■  activity. 


Public  Utilities  Commission: 

Allegations  Concerning  Red  River 
Associates  Have  No  Merit 


6/20/07      Water  Infrastructure  Partners  and  the  Public 

Utilities  Commission  properly  adhered  to  contract 
requirements  in  selecting  Red  River  Associates 
as  a  sub-consultant. 
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Title  of  Report 


Financial  Audit  Report 


Date 

Issued     Major  Recommendations 


First  5  San  Francisco  (Children  and  9/1 5/06 

Families  Commission): 

Financial  Statements  Audit  July  1 ,2005, 
Through  June  30,  2006 


The  financial  statements  of  First  5  San  Francisco 
present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Commission  for  the  audit 
period  and  the  results  of  its  operations  in 
conformity  with  generally  accepted  accounting 
principles.  In  addition,  the  Commission  complied 
with  the  laws  and  regulations  of  the  California 
Children  and  Families  First  Act. 


Franchise  Fee  Attestation  Engagements 


Board  of  Supervisors: 

Pacific  Gas  and  Electric  Company 
Properly  Paid  Its  Franchise  Fees  From 
January  1,  2003,  Through  December 
31,2005 


9/5/06        PG&E  correctly  calculated  and  paid  its  franchise 
fees  to  the  City  on  a  timely  basis.  PG&E  also 
correctly  collected  and  remitted  electricity  and 
gas  franchise  surcharge  fees  to  the  City.  No 
recommendations. 


Board  of  Supervisors: 

A  Review  of  RCN  Telecom  Services,  Inc. 
Franchise  Fee  Payments 


11/20/06 


RCN  correctly  paid  the  franchise  fees  due  to  the 
City  on  a  timely  basis.  No  recommendations. 


Board  of  Supervisors: 

NRG  Energy  Center  San  Francisco  LLC 
Owes  Additional  Franchise  Fees  for  2003 
through  2005 


1 2/1 2/06     NRG  paid  franchise  fees  to  the  City  on  a  timely 
basis,  but  used  a  lower  post-bankruptcy  revalued 
asset  basis  to  compute  its  franchise  fees. 
However,  NRG  should  use  the  higher  historical 
cost  of  its  assets  since  utilities  use  historical  cost 
for  regulatory  rate-setting  purposes.  On  a 
historical  cost  basis,  the  gross  receipts  subject  to 
the  City's  franchise  fees  is  greater,  and  NRG 
owes  the  City  $80,699  in  additional  franchise  fees 
for  the  three-year  audit  period.  


Board  of  Supervisors: 

A  Review  of  Comcast  of  California  III, 
Inc.'s  Franchise  Fee  Payments  2003 
Through  2005 


4/2/07       Comcast  correctly  paid,  in  all  material  respects, 
the  franchise  fees  and  cash  grant  due  to  the  City 
on  a  timely  basis.  However,  the  City  has  not  yet 
resolved  several  issues  we  identified  in  our  2004 
audit  regarding  additional  amounts  that  Comcast 
may  be  required  to  pay.  
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Political  Activity  Attestation  Engagements 


The  prohibition  on  the  use  of  city  funds  for  political  activity  became  part  of  the  San  Francisco 
Administrative  Code  (Administrative  Code)  after  voters  in  the  City  and  County  of  San  Francisco  (City) 
passed  Proposition  Q  on  November  5,  2002.  Each  fiscal  year,  to  ensure  compliance  with  this 
prohibition,  the  Administrative  Code  requires  the  Office  of  the  Controller  (Controller)  to  audit  at  least  10 
persons  or  entities  that  enter  contracts,  grants,  or  loan  agreements  with  the  City. 

>  Based  on  our  audits,  none  of  the  following  entities  used  city  funds  for  political  activities. 


Title  of  Report 

Date  Issued 

The  Allen  Group,  LLC 

7/24/2006 

San  Francisco  Senior  Action  Network 

9/28/2006 

Triage  Consulting  Group 

4/9/2007 

The  Consulting  Firm  of  Nancy  Giunta 

4/17/2007 

Cody's  Books 

4/19/2007 

The  Consulting  Firm  of  Paul  Pitt 

4/25/2007 

Asian  Women's  Shelter 

5/2/2007 

Plaza  Apartments  Associates 

5/11/2007 

San  Francisco  Pretrial  Diversion,  Inc. 

5/18/2007 

Public  Glass 

5/25/2007 

Statement  of  Cash  and  Investments:  Office  of  the  Treasurer  and  Tax  Collector 

The  Statement  of  Cash  and  Investments  presents  the  total  cash  and  investments  under  the  control 
and  accountability  of  the  Treasurer  of  the  City. 

>  Based  on  our  reviews,  we  are  not  aware  of  any  material  modifications  that  should  be  made  to 
the  following  Statements  of  Cash  and  Investments  in  order  for  them  to  be  in  conformity  with 
generally  accepted  accounting  principles. 

Title  of  Report 

Date  Issued 

Review  Statement  of  Cash  and  Investments  as  of  December  31,  2005 

7/12/2006 

Review  of  the  Statement  of  Cash  and  Investments  as  of  March  31 ,2006 

9/29/2006 

Review  of  the  Statement  of  Cash  and  Investments  as  of  June  30,  2006 

11/27/2006 

Review  of  the  Statement  of  Cash  and  Investments  as  of  September  30,  2006 

1/8/2007 

Review  of  the  Statement  of  Cash  and  Investments  as  of  12/31/2006 

3/30/2007 
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Title  of  Report 


Date 

Issued  Highlights 


Other  Reports 


CSA  2005-06  Annual  Report  on  Parks 
and  Streets  Maintenance 

7/7/06 

Annual  audit  report  of  the  City's  performance 
under  the  park  and  street  standards  with 
geographical  detail.  The  report  details  results  for 
FY05-06  and  includes  findings  and 
recommendations. 

Updated  Park  Maintenance  Standards 
2006 

8/1/06 

This  manual  sets  forth  standards  to  enable 
Recreation  and  Park  staff,  the  Controller's  Office, 
and  City  residents  to  assess  park  conditions  and 
the  Department's  ability  to  deliver  results.  The 
standards  provide  a  framework  for  periodically 
inspecting  and  evaluating  the  condition  of  the 
tangible  features  of  each  park  relative  to  the 
established  standards. 

Sources  of  Funding  for  the  Public 
Education  Enrichment  Fund  for  Fiscal 
Year  2007-08 

1 0/2/06 

This  report  presents  funding  sources  for  the 
allocation  from  potential  cost  reductions  or 
increase  of  revenues  for  the  Public  Education 
Enrichment  Fund,  passed  by  voters  in  2004. 

Individual  Reports  on  Selected  Parks 
FY06-07 

3/16/07 

In  addition  to  inspecting  all  City  parks  once,  the 
Controller's  Office  enhanced  its  efforts  by 
inspecting  more  frequently  a  targeted  group  of 
parks  that  received  low  compliance  scores  in  FY 
05-06. 

Public  Education  Enrichment  Fund 
Annual  Report 

3/27/07 

See  page  6 

Board  of  Supervisors: 

Status  of  the  Implementation  of  the 
Recommendations  of  the  San  Francisco 
Grand  Juries  for  the  Fiscal  Years  2003- 
U4,  2UU4-ub,  ana  ^uuo-ub 

4/6/07 

This  report  summarizes  the  findings  and 
recommendations  in  the  reports  issued  by  San 
Francisco  civil  grand  juries  for  fiscal  years  2003- 
04,  2004-05,  and  2005-06.  The  recommendations 
and  responses  to  recommendations  for  fiscal 
years  2003-04  and  2004-05  are  only  presented 
for  those  in  which  departments  did  not  indicate 
they  previously  implemented  a  recommendation 
or  would  not  implement  a  recommendation 
because  it  was  not  warranted  or  reasonable. 

City  Survey  2007 

4/17/07 

See  page  1 1 

Departmental  Performance  Measures 

li  \r\a  or\r\~7 

June  i 

6/14/07 

Report  detailing  all  City  departmental 
performance  goals  and  measures. 

Board  of  Supervisors:  Continuing 
Transgender  Resources  and 
Neighborhood  Space  (TRANS) 

6/15/07 

Supervisor  Bevan  Dufty  requested  that  the 
Controller  perform  a  comparative  review  of 
transgender  services  funded  by  the  City, 
identifying  the  scope,  gaps,  and  resources 
required,  including  the  effect  of  the  proposed 
closing  of  the  University  of  California-San 
Francisco  Transgender  Resources  and 
Neighborhood  Space  Project. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ben  Rosenfield 

Controller 


Monique  Zmuda 

Deputy  Controller 


Honorable  Mayor  Gavin  Newsom 
Members  of  the  Board  of  Supervisors 
City  and  County  of  San  Francisco 
1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mayor  Newsom  and  Members  of  the  Board  of  Supervisors: 

The  Controller's  City  Services  Auditor  Division  presents  the  annual  report  of  its  work  during  fiscal  year 
2007-08.  This  was  the  fourth  year  of  implementation  under  the  November  2003  Charter  amendment  that 
created  the  City  Services  Auditor  (CSA)  function.  A  few  highlights  from  the  fiscal  year  include: 

•  We  completed  the  analytical  stages  of  the  Transit  Effectiveness  Project  (TEP),  helping  the  Municipal 
Transportation  Agency  (MTA)  to  strengthen  Muni's  ability  to  respond  to  travel  needs,  create  a  blueprint  for 
future  service,  apply  best  practices  to  service  delivery,  and  promote  the  system's  long-term  financial 
stability.  Next  steps  include  implementation  of  findings  and  recommendations. 

•  We  developed  contracting  guidelines  that  will  assist  City  staff  with  professional  services  contracting  and  to 
ensure  that  the  Request  for  Proposal  and  selection  process  is  fair  and  unbiased,  resulting  in  clear  and 
enforceable  contracts. 

•  We  completed  major  projects  with  the  Department  of  Public  Health,  including  issuing  four  separate  reports 
on:  1)  public  health  revenue  management,  2)  the  City's  healthcare  market  and  the  performance  of  San 
Francisco  General  Hospital  and  Trauma  center,  3)  Healthy  San  Francisco  planning,  and  4)  details  of  the 
Department's  provision  of  services,  efficiency  of  operations,  and  patient  and  payer  mix. 

We  continue  to  strive  to  meet  the  expectations  set  by  voters  and  City  leadership.  We  are  hiring  and  training 
audit  and  analytical  staff  on  a  continuous  basis  and  are  working  collaboratively  with  subject-matter  experts 
where  the  City  has  specific  needs.  In  fiscal  year  2007-08  approximately  $12  million  was  budgeted  for  CSA  and 
$8.5  million  was  spent,  with  the  balance  returned  to  City  funds.  If  you  have  any  questions  or  comments  on  this 
report,  please  contact  Peg  Stevenson,  CSA  Director,  at  (415)  554-7500. 

Respectfully  submitted, 


Ben  Rosenfield 
Controller 


cc: 


Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
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INTRODUCTION 


The  mission  of  the  Controller's  Office  of  the  City  and  County  of  San  Francisco  is  to  ensure  the  City's  financial  integrity 
and  promote  efficient,  effective,  and  accountable  government.  The  Controller's  Office  vision  is  to  be  a  model  for  good 
government  and  to  make  the  City  a  better  place. 

Fiscal  year  2007-08  was  the  fourth  year  of  operations  for  the  Controller's  City  Services  Auditor.  The  City  Services 
Auditor  (CSA)  was  created  by  a  November  2003  Charter  amendment  that  envisions  a  broad  effort  to  measure,  audit, 
and  report  on  San  Francisco  government's  performance.  The  mandate  of  the  amendment  is  to  analyze  the  City's  public 
service  delivery,  compare  and  benchmark  San  Francisco  to  best  practices  nationwide,  provide  information  to  citizens  in 
new  ways  and  help  drive  improvements  in  City  government.  This  is  among  the  most  ambitious  voter-approved  efforts  of 
its  kind  in  local  government. 

CSA  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and  comparing  the  City  to  other  public 
agencies. 

•  Conducting  financial  and  performance  audits  of  City  departments,  contractors,  and  functions. 

•  Running  a  whistleblower  program  and  investigating  reports  of  waste,  fraud  and  abuse  of  City  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  City  government. 

CSA  is  funded  through  a  commitment  of  2/10ths  of  one  percent  of  the  City's  annual  budget.  In  fiscal  year  2007-08, 
almost  $12  million  was  budgeted  under  the  Charter  requirement  and  $8.5  million  was  spent,  with  the  balance  returned 
to  City  funds. 

This  report  highlights  some  of  the  projects  undertaken  by  CSA  during  the  fiscal  year.  CSA  welcomes  comments  and  can 
be  contacted  at:  CSA.ProiectManaqer@sfqov.orq 

Reports  and  resources  from  the  City  Services  Auditor  are  posted  on  the  Controller's  website  at: 
http://www.sfqov.org/controller/csa 
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City  Performance  Unit 


The  City  Performance  Unit  provides  technical  assistance,  management  tools,  and  analysis  to  City  departments  and 
decision  makers  to  help  them  improve  the  effectiveness  and  efficiency  of  public  services.  Requests  for  projects  typically 
come  from  the  Mayor,  Board  of  Supervisors,  City  department  executives,  and  the  Controller. 

The  unit  serves  the  City  in  the  following  ways: 

•  Technical  Assistance:  Works  directly  with  City  departments  to  provide 
consultation,  detailed  analyses,  recommendations,  and  implementation 
assistance  to  improve  the  effectiveness  and  efficiency  of  programs. 

•  Management  Tools:  Helps  enable  City  departments  and  decision  makers 
to  effectively  manage  City  programs  using  tools  such  as  the  Citywide 
Performance  Database,  containing  performance  measures  for  the  City's 
50+  departments,  and  the  City  Survey  of  resident  perceptions  and 
experiences  of  public  services. 

•  Analysis:  Provides  a  variety  of  analyses  to  the  Mayor,  Board  of 
Supervisors,  departments,  and  the  public  on  the  cost,  performance,  and 
opportunities  for  City  services. 


A  few  examples  of  the  unit's  projects  include: 

•  Transit  Effectiveness  Project:  Working  with  the  Municipal  Transportation  Agency  (MTA),  this  project  examines 
Muni's  transit  system  to  determine  its  efficiency  and  functionality,  and  how  it  can  increase  ridership  and  lower 
costs. 

•  Citywide  Nonprofit  Monitoring:  This  program  streamlines  fiscal  and  contract  compliance  monitoring  when  more 
than  one  City  Department  funds  a  nonprofit  contractor. 

•  Police  Effectiveness  Review:  This  project  analyzes  strategic  areas  where  the  San  Francisco  Police  Department 
can  make  improvements  and  better  meet  community  safety  needs. 

•  Park,  Street,  and  Sidewalk  Standards:  This  project  inspects  parks,  streets  and  sidewalks  and  determines  how 
they  measure  against  standards. 


What  is  Monitoring  and  Evaluation? 

Monitoring  and  Evaluation  is  about  collecting  information  that  helps 
measure  the  effectiveness  of  a  project.  It  is  important  that  this 
information  be  collected  in  a  planned,  organized  and  routine  way.  This 
information  can  be  used  to  report  on  whether  project  objectives  are 
being  met,  help  make  improvements  to  better  meet  project  objectives, 
and  establish  best  practices  for  other  similar  projects. 
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Government  Accountability 


CSA  has  ongoing  programs  that  improve  government  accountability  and  efficiency  on  a  citywide  basis. 


CITYWIDE  NONPROFIT  MONITORING 

The  City  and  County  of  San  Francisco  provides  hundreds  of  millions  of  dollars  each  year  to  nonprofit  organizations  that 
deliver  critical  health  and  human  services  to  residents.  This  program  standardizes  and  streamlines  fiscal  and  contract 
compliance  monitoring  when  more  than  one  City  department  funds  a  nonprofit  contractor. 


Highlights: 

•    Provided  oversight  for  over  100  nonprofits  that  provide  nearly  $330  million  in 
services  funded  by  10  City  departments. 


•    Offered  14  trainings  on  fiscal  management  and  compliance  to  over  200  staff 
from  City  departments  and  nonprofit  organizations. 


•    Established  a  new  service  to  provide  in-depth  capacity  building  and  technical 
assistance  to  help  nonprofits  better  address  monitoring  findings. 

On  the  web:  http://www.sfgov.org/site/controller_page.asp?id=30547 


PERFORMANCE  MEASUREMENT 

CSA  provides  guidance  and  technical  assistance  to  departments  to  help  them  measure  the  efficiency  and  outcomes  of 
their  programs,  specifically  through  the  use  of  objective,  quantitative  performance  measures.  CSA  maintains  a  citywide 
database  of  over  1,000  measures  addressing  the  City's  numerous  operations.  Public  officials  consult  this  performance 
measurement  information  during  the  budget  process  and  for  other  decision  making. 


Highlights: 

•  Implemented  a  new  software  system  that  will  enhance  the  ability  of  departments 
to  track,  analyze,  and  report  their  performance  information  in  conjunction  with 
their  budget  development  process. 


•  Semi-annual  updates  improve  the  accessibility  and  quality  of  data  in  the 
performance  measures  database. 

•  Provided  one-on-one  assistance  to  numerous  departments  to  help  them  review 
and  update  their  measures. 


City  Efficiency 

Of  those  nonprofit  contractors 
who  responded  to  a  survey, 
94  percent  reported  that  the 
Program  saves  them  time 
when  compared  to  being 
separately  monitored  by 
individual  City  departments. 

Ninety-two  percent  of 
nonprofit  contractors  reported 
that  the  City  offers  quality 
fiscal  training. 
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Public  Health 


PUBLIC  HEALTH  SYSTEMS  PERFORMANCE 


The  San  Francisco  Department  of  Public  Health  (DPH)  is  the  largest  City  department,  with  a  $1.3  billion  annual  budget. 
Over  the  past  year  CSA  concluded  major  projects  in  public  health  revenue  management,  the  City's  healthcare  market  and 
the  performance  of  San  Francisco  General  Hospital 
and  Trauma  center,  and  Healthy  San  Francisco 
planning.  CSA  also  issued  a  detailed  report  on  the 
Department's  provision  of  services,  efficiency  of 
operations,  and  patient  and  payer  mix. 


Highlights: 

•  Upon  implementing  report  recommendations,  DPH 
can  enhance  annual  revenue  by  $9.7  million  and 
produce  a  one-time  revenue  gain  of  $10.7  million. 

•  San  Francisco  General  Hospital  saves  $5.7  million 
annually  by  using  26  percent  less  overtime  and  61 
fewer  full  time  equivalent  employees,  compared  to 
similar  hospitals. 


Patients  Who  Received  Charity  Care  at  San  Francisco 
General  Hospital  vs.  Other  Hospitals 


HCPMC 

■  Chinese 

□  Kaiser 

□  St.  Francis 

■  SFGH 

□  ST.  Luke's 

■  St.  Mary's 

□  UCSF 


Recommendations: 

•  Focus  on  primary  care  redesign  and  develop  more 
outpatient,       community-based  health 
services. 

•  Increase  investments  in  information  technology. 

•  Maintain  area  hospital  capacity,  including  rebuilding 
San  Francisco  General  Hospital  and  Trauma  Center. 

On  the  web: 

http://www.sfqov.org/site/controller  csa  index.asp?id=82544 


LAGUNA  HONDA  HOSPITAL  TRANSITION 


San  Francisco  General  Hospital  and  Trauma 
Center 

•  Provides  over  half  of  the  hospital-based  psychiatric,  HIV, 
and  substance  abuse  care  in  the  City. 

•  Should  the  hospital  not  be  rebuilt  to  meet  state  seismic 
requirements,  there  are  no  providers  to  fill  critical  gaps  in 
services. 


Laguna  Honda  Hospital  and  Rehabilitation  Center  is  a  skilled  nursing  facility  that  provides  a  range  of  services  to  a 
predominantly  safety-net  population.  CSA  is  partnering  with  the  Hospital  to  prepare  for  and  ensure  an  effective  and  well- 
organized  transition  into  its  new  facilities  currently  under  construction. 

Highlights: 

•  Transition  Planning  and  Budget  Development:  This  project  is  developing  a  comprehensive  plan  for  how  the  facility 
will  function  during  each  step  of  the  transition  process.  It  tracks  and  manages  each  transition  phase  using  schedules 
and  critical  task  logs.  The  project  also  facilitates  the  discussion  of  staffing  levels  and  operational  budgets  needed  to 
maintain  consistent  delivery  of  patient  care  and  enhance  staff  productivity  and  accountability. 

•  Workflow  Analysis  and  Design:  The  transition  provides  a  unique  opportunity  to  reexamine  operational  practices  as 
the  hospital  moves  from  an  antiquated,  institutional  hospital  with  open  wards  into  a  community  focused,  high  tech 
facility  with  semi-private  rooms.  The  project  has: 

o    Developed  and  facilitated  Laguna  Honda  staff  training  to  identify  and  plan  for  changes. 

o    Conducted  several  Support  Services  workflow  analyses  such  as  working  with  Nutrition  Services  to  develop 
plans  to  provide  patients  with  a  more  social  and  interactive  dining  experience. 
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Public  Safety 


Through  the  Police  Effectiveness  Review  (PER),  CSA  is  working  to  inform  three  areas  where  the  San  Francisco  Police 
Department  (SFPD)  can  make  improvements  to  better  meet  the  safety  needs  of  the  community. 

FOOT  PATROL  PILOT  PROGRAM  EVALUATION 

Foot  patrols  are  a  strategy  commonly  used  in  policing  to  deter  crime  at  the  community  level  and  have  historically  been 
used  by  SFPD  as  one  method  for  preventing  crime.  In  2006  the  Board  of  Supervisors  mandated  foot  beat  staffing  and 
an  evaluation  of  the  program's  effect  on  crime  and  other  indicators. 


Highlights: 

•  SFPD  had  a  high  compliance  rate  for  foot  patrol  staffing  hours, 
but  the  impact  on  crime  is  not  known  because  of  inadequate 
program  management  and  documentation. 

Recommendation: 

•  Implement  a  strategic  planning  process  to  establish  foot  beat 
program  goals  and  objectives,  develop  foot  beat  officer  job 
descriptions,  determine  foot  beat  locations,  and  update 
systems  to  capture  locations. 


DISTRICT  STATION  BOUNDARIES  ANALYSIS 

A  comprehensive  review  of  station  boundaries  can  ensure  that  police  districts  reflect  the  changing  needs  of  the 
community.  The  findings  from  this  review  conducted  with  experts  from  Public  Safety  Strategies  Group  consider 
demographic  indicators,  crime,  facility  assessments,  neighborhood  geography  and  stakeholder  input: 

Highlights: 

•  There  is  an  immediate  need  for  two  new  stations  to  replace  inadequate  facilities, 
and  workload  is  not  balanced  among  existing  districts. 

•  SFPD  staff  and  community  respondents  desire  additional  police  presence,  and 
new  strategies  are  needed  to  address  crimes  concentrated  in  the  northeast 
corner  and  certain  middle  sections  of  the  City. 

Recommendation: 

•  Realign  station  boundaries  to  create  five  new  districts  from  the  existing  ten 
districts,  building  a  single  station  to  serve  the  northeast  corner  of  the  city  and 
retrofitting  existing  stations  to  accommodate  growth. 

ORGANIZATIONAL  ASSESSMENT 

This  project  includes  a  staffing  analysis  and  reviews  SFPD's  organizational  structure,  human  resources  systems,  and 
use  of  force  policies.  It  being  conducted  with  the  Police  Executive  Research  Forum  and  will  be  completed  in  December 
2008. 

Highlights: 

•  Over  300  SFPD  employees,  community  members  and  City  leaders  participated  in  creating  a  unified  vision  for  the 
future  of  SFPD.  The  Vision  Statement  was  approved  by  the  Police  Commission  on  July  16,  2008. 

Recommendation: 

•  Work  to  align  SFPD  with  the  Vision  Statement,  which  highlights  a  commitment  to  human  values  and  developing  a 
workforce  that:  1)  is  reflective  of  the  City,  2)  leverages  technology,  3)  engages  the  community,  4)  builds  careers  and 
develops  personnel,  and  5)  ensures  an  expeditious  and  fair  system  of  accountability. 

On  the  web:  http://www.sfpolicereview.org/index.shtml 


SFPD  Steps  It  Up 

The  number  of  hours  dedicated  to  foot 
beats  increased  by  86  percent  in  the  first 
six  months  of  2007  compared  to  the  same 
period  in  2006. 

Of  those  responding  to  a  telephone 
survey,  82  percent  reported  feeling  safer 
as  a  result  of  foot  patrols. 


( 
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Public  Transportation 


PUBLIC  TRANSIT  IMPROVEMENTS 


The  Transit  Effectiveness  Project  (TEP)  is  an  effort  by  the  San  Francisco  Municipal  Transportation  Agency  (SFMTA) 
and  the  Controller's  City  Services  Auditor  division  to  comprehensively  review  and  evaluate  the  City's  public  transit 
system  (Muni).  The  study  resulted  in  an  unprecedented  amount  of  data  collection  strengthening  Muni's  ability  to 
respond  to  travel  needs,  provide  a  blueprint  for  future  service,  apply  best  practices  to  service  delivery,  and  promote  the 
system's  long-term  financial  stability.  The  final  milestone  for  staff  recommendations  to  be  considered  and  approved  by 
the  SFMTA  Board  of  Directors  was  achieved  on  October  21 ,  2008. 

Highlights: 

•  Produced  an  updated  service 
plan  and  route  proposals, 
headways,  span  of  service,  and 
operational  practices  to  improve 
performance  and  grow  ridership. 

•  Held  11  community  meetings  in 
the  spring  to  collect  public  input 
about  ways  to  improve  Muni 
performance  and  reliability. 

•  Made  details  of  ridership 
information  available  online. 


On  the  web:  http://www.sftep.com 


PUBLIC  TRANSIT  COST  CONSIDERATION 


The  Fare  Free  Muni  Feasibility  Analysis  considered  the  costs  and  benefits  to  San  Francisco  if  fares  were  eliminated  on 
Muni.  Muni  is  the  eighth  largest  public  transit  operator  in  the  country  and  is  a  critical  component  of  the  City  and  region's 
transportation  system,  economy  and  quality  of  life.  Consultants  were  employed  to  project  ridership  increase  scenarios 
and  model  potential  costs  and  impacts  associated  with  such  increases. 


Did  You  Know? 

With  an  increase  in  ridership 
combined  with  revenue  losses  under  a 
fare-free  system,  Muni's  annual 
operating  and  maintenance  costs 
would  increase  by  $184  million. 


Highlights: 

•  A  free  fare  transit  system  in  San  Francisco,  if  enacted,  would  be 
the  largest  such  experiment  to  date. 

•  Free  transit  can  attract  people  to  public  transportation,  but  only 
when  service  standards  are  sufficiently  maintained. 

•  MTA's  capacity  to  absorb  increased  ridership  is  a  limiting  factor  in 
considering  a  free  fare  transit  system. 
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Park,  Street,  and  Sidewalk  Standards 


The  CSA  Charter  amendment  requires  the  development  of  specific  standards  for  the  maintenance  of  streets,  parks  and 
sidewalks,  and  mandates  annual  reporting  on  performance  against  those  standards.  Using  the  standards  established  in 
fiscal  year  2004-05,  CSA  works  with  the  Recreation  and  Park  Department  (RPD)  and  the  Department  of  Public  Works 
(DPW)  to  improve  compliance. 

PARK  INSPECTIONS 

In  its  fourth  year  of  inspecting  San  Francisco  parks,  the  program  was  expanded  so  that  RPD  inspected  every  park  at 
least  three  times  during  the  year, 
and  the  Controller's  Office  inspected 
every  park  at  least  once  during  the 
year. 

Highlights: 

•  Almost  800  inspections  were 
performed.  Park  scores  continued 
to  improve  over  previous  years. 

•  RPD  continued  to  use  the  park 
standards  as  a  management  tool, 
incorporating  a  gardener  and 
custodian  staffing  analysis  into 
revised  work  schedules  that  are 
updated  at  least  quarterly. 

Recommendation: 

•  Implement  park  management  plans,  which  specify  park  maintenance  activities,  and  will  allow  RPD  to  more  closely 
monitor  park  management  and  adherence  to  park  standards. 

STREET  &  SIDEWALK  INSPECTIONS 

In  its  fourth  year  of  inspecting  San  Francisco  streets  and  sidewalks,  the  program  continued  to  expand  standards,  with 
sidewalk  and  landscaping  measures  being  implemented. 

Highlights: 

•  Nine  of  11  districts  met  the  standards  for  street 
cleanliness,  maintaining  last  year's  performance. 


•  Not  one  district  met  the  standard  for  graffiti,  with 
the  highest  average  graffiti  count  in  Districts  6,  9 
and  1 1 . 

•  Incidents  of  graffiti  on  private  property  increased  in 
6  of  11  districts. 

•  DPW  is  using  the  information  gathered  during 
inspections  to  inform  operating  practices.  For 
example,  it  is  reducing  mechanical  street 
sweeping  frequency  on  routes  where  data 
suggests  that  schedules  can  be  reduced  with 
minimal  impact  on  cleanliness,  and  reallocating 
resources  to  areas  needing  more  frequent 
sweeping. 

On  the  web:  http://www.sfqov.org/site/controller  paqe.asp?id=291 22 


Park  Scores  2005-2008 
i  Rec  &  Parks  Dept  ■■■  Controller's  Office   a   Combined  Average 
90%  |  


FY  2005-06  FY  2006-07  FY  2007-08 
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Audits  Unit 


The  Audits  Unit  performs  audits  of  City  departments,  agencies,  services,  and  contractors  and  nonprofits  that  receive 
City  funding.  Its  goals  are  to  ensure  efficient,  effective,  and  accountable  government  and  to  support  informed  policy 
decisions  by  providing  timely  information  in  high-quality,  reliable  reports. 

Audits  are  conducted  in  accordance  with  the  Generally  Accepted  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization 

•  Objectivity  of  the  auditors  performing  the  work 

•  Competent  staff,  including  continuing  professional  education 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with 
the  auditing  standards 


Ten  Tips  for  a  Smooth  Audit: 


Understand  your  department's 
risks 


2.  Establish  objectives  and 
measures  for  your  department 
and  for  major  programs 

3.  Ensure  adherence  to  the  City 
Code  and  to  Departmental 
Policies  and  Procedures 

4.  Make  sure  you  have  up-to- 
date  policies  and  procedures 

5.  Ensure  all  assets  are 
safeguarded  at  all  times 

6.  Ensure  authorization  limits  are 
set  and  communicated  to  your 
department 

7.  Establish  document  control 

8.  Make  sure  data  is  only 
accessible  by  authorized 
personnel 

9.  Ensure  approval  signatures 
are  visible  on  all  required 
documentation 

10.  Track  performance  to 
evaluate  your  success 


Types  of  Audits: 

Performance  audits:  Provide  information  to  improve  operations  and  facilitate 
decision  making  process. 

Financial  audits:  Provide  reasonable  assurance  about  whether  financial 
statements  are  presented  fairly. 

Attestation  engagements:  Examine,  review,  or  perform  procedures  on  a  broad 
range  of  subjects  such  as  internal  controls;  compliance  with  requirements  of 
specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures. 

An  ongoing  program  in  this  unit: 

The  Whistleblower  Program.  This  program  receives  and  investigates 
complaints  about  the  quality  and  delivery  of  government  services,  wasteful  or 
inefficient  City  government  practices,  misuse  of  funds  and  improper  activities  by 
City  government  officials,  employees,  vendors  or  City  contactors.  Fiscal  year 
2007-08  highlights  include: 

•  Complaints  filing  options  expanded  and  can  now  be  reported  over  the  phone 
by  dialing  3-1-1  for  callers  in  the  415  area  code  (TTY  415-701-2323: 
41 5-701  -231 1  outside  of  the  41 5  area  code). 


•  The  program  received  347  contacts,  with  one-third 
qualifying  as  true  Whistleblower  complaints.  Examples 
include  the  following  allegations  that  were  found  to  have 
merit  and  were  addressed: 

o    A  City  worker  exaggerated  their  education  and 

employment  history, 
o    A  City  employee  driving  a  city  vehicle  nearly  hit  and 

then  threatened  a  cyclist, 
o    An  executive  director  of  a  non-profit  used  City 

money  for  personal  items. 

On  the  web:  http://www.sfqov.org/site/wriistleblower  index.asp 
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Human  Services  Agency 


Care  Not  Cash  /s  Achieving  its  Goa/s 

Under  the  Care  Not  Cash  (CNC)  initiative,  the  Human  Services  Agency  takes  County  Adult  Assistance  Program  (CAAP) 
funds  that  are  traditionally  used  as  cash  aid  to  the  homeless,  and  instead  uses  those  funds  to  promote  permanent 
housing  and  services  for  the  homeless.  It  partners  with  the  Department  of  Public  Health  and  contracts  with  nonprofit 
organizations  that  lease  and  manage  buildings.  This  audit,  as  required  by  the  San  Francisco  Administrative  Code  that 
the  Controller  evaluate  CAAP  programs  every  three  years,  measured  program  effectiveness  and  cost  efficiency. 


Highlights: 

•  CNC  served  the  intended  population  and  shifted  money  from  cash 
grants  to  mental  health  and  substance  abuse  services  for  those 
housed  by  the  program.  CNC  also  added  1,321  units  to  the  City's 
housing  portfolio  for  homeless  San  Franciscans. 

Recommendations: 

•  Create  a  unique  identifier  in  a  City  data  system  or  CalWIN  for  each 
Care  Not  Cash  client  to  track  housing  placements  and  stability  for  all 
clients. 

•  Analyze  data  collected  under  unique  identifiers  and  create  a  case 
management  report  that  shows  how  clients  are  faring  in  the  system. 


Did  You  Know? 

Eighty  percent  of  CNC  clients  are 
housed  within  five  months  and  90 
percent  stay  housed  for  a  year. 

The  monetary  value  of  housing  and 
services  provided  through  CNC  is 
almost  $1 ,000  more  per  month  than 
traditional  cash  aid. 


The  CAAP  Client  Population 


CAAP 

Population:  9,159       9.400       8.378       7,745       7.614       7.086      7.629       7.257       6.963  6.420 
3,000  n 


On  the  web:  http://www.sfhsa.org/CareNotCash.htm 
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Port  of  San  Francisco 


Purchasing  and  /nventory  Contro/s  Needed  to  Prevent  Waste  and Praud 
The  Port  of  San  Francisco  is  responsible  for  balancing  a  variety  of  waterfront  activities. 
Port  Maintenance  Division  had  an  annual  budget  of  $30.2  million,  but  its  records  were 
audit,  as  requested  by  the  Port  of  San  Francisco,  gauged  the  Division's  internal  controls 
prevent  waste  and  fraud. 


In  fiscal  year  2005-06  the 
not  well-maintained.  This 
needed  over  inventory  to 


Highlights: 

•  The  Division  has  multiple  operating  weaknesses  that: 

o    Increase  the  risk  of  fraud,  vendor  collusion,  and  theft. 

o    Increase  cost  of  materials  through  overcharges,  loss  of  bulk  buying  power  and 
vendor  discounts. 

o    Prevent  effective  budgeting,  operating,  and  financial  management, 
o    Lead  to  understated  inventory  on  financial  statements. 

Recommendations: 

•  This  audit  includes  56  recommendations  designed  to  improve  control  and 
accountability  over  the  purchasing,  receiving,  and  inventory  functions: 

o    Develop  and  implement  written  policies  and  procedures. 

o    Conduct  physical  counts  of  materials,  tools  and  equipment. 

o    Develop  and  implement  disciplinary  measures  to  encourage  employee 

compliance  with  policies  and  procedures, 
o    Establish   performance   measures  to  gauge   purchasing  efficiency  and 

effectiveness. 


Inefficient  Practices 

»    The  Division  took  an 
average  of  56  days  to 
pay  vendors,  causing 
it  to  lose  discounts. 

*    Staff  adjust  inventory 
counts  when 
discrepancies  are 
identified  and  do  not 
research  the  cause  of 
the  discrepancy. 

»    Security  practices  do 
not  ensure  that 
access  to  facilities  is 
restricted  to 
authorized  personnel. 


Public  Library  and  Department  of  Public  Works 


Strengthened  Program  Management  Regu/red  for  Branch  L/brary  /mprovem  en  t  Program  to  Avo/d 
Purther  Budget  /n  creases 

The  San  Francisco  Public  Library  (SFPL)  and  the  Department  of  Public  Works  (DPW)  are  responsible  for  the  general 
obligation  bond-funded  Branch  Library  Improvement  Program,  which  planned  to  build  five  new  libraries,  19  branch 
renovations,  and  a  new  library  support  services  center.  This  audit,  as  requested  by  SFPL,  looked  at  cost  estimation 
processes  and  methods,  adequacy  of  recent  changes  to  staffing  and  management  procedures,  best  practices  for 
maximizing  the  number  of  construction  bids,  and  key  lessons  learned  from  the  program. 


Highlights: 

•  Strengthened  program  management  is  required  if  program  is  to  avoid  further 
budget  increases. 

•  Escalation  factors  used  in  cost  estimations  were  inconsistently  applied. 

•  Project  delays  and  increased  costs  are  attributable  to: 

o  Applications  for  state  bond  funding  taking  longer  than  anticipated, 
o  Project  size  increases  due  to  increased  service  needs, 
o  Unclear  agency  responsibility  and  management  vacancies. 
Recommendations: 

•  Create  a  Memorandum  of  Understanding  that  details  required  responsibilities  and  activities  for  SFPL  and  DPW. 

•  Document  all  agreements  for  services  and  review  all  subsequent  changes  and  actual  costs  incurred,  and  create 
reports  that  are  easy  to  read  and  contain  all  relevant  information. 

•  Increase  controls  and  oversight  of  project  needs  and  require  cost  estimation  contractors  to  follow  standard  cost 
escalation  practices. 


Delays  and  Increased  Costs 

The  Library  Improvement  Program 
shows  project  delays  averaging  20 
months  and  budget  increases  of 
$51.4  million,  or  39  percent. 
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Department  of  Public  Health 


The  Nonprofit  Organ/zat/on  Baker  P/aces,  fnc,  and  DPH  Need  to  improve  Contract invoicing  Practices 
Baker  Places  received  over  $13  million  in  fiscal  year  2006-07  from  the  City  to  provide  social  rehabilitation  and  housing 
options  to  residents  struggling  with  mental  illnesses,  chemical  addictions,  and  HIV/AIDS.  This  audit  looked  at  Baker 
Places'  accounting  practices  to  evaluate  its  procedures  to  track,  record,  and  charge  expenses  to  Department  of  Public 
Health  (DPH)  funded  programs. 

Highlights: 

^^^^^  •    Baker  Places  has  mostly  adequate  procedures  in  place,  but  in  some  cases  the 

o    Miscategorized  expenditures  and  made  other  errors  in  cost  reimbursement 

^^^^^  o  Did  not  request  changes  to  its  contract  budgets  through  contract  modifications 

^^^m  or  budget  revisions. 

o  Did  not  have  proper  documentation  for  allocating  payroll  expenditures  to  its 

▼  DPH  contracts. 

Recommendations: 

•  Charge  expenditures  to  proper  invoice  categories,  prepare  budget  revisions,  review  invoices  before  submission, 
and  provide  DPH  with  general  ledger  reports. 

•  Require  employees  who  work  in  multiple  programs  to  record  in  timesheets  the  time  spent  for  each  program. 

•  Additionally,  DPH  should  clarify  its  budget  revision  policy  and  work  with  Baker  Places  to  reduce  and  simplify  the 
contract  invoicing  and  accounting  process. 

Payroll  &  Tax  Reporting  


Fau/ty Payment  Contro/s  Prevent  Accurate  Tax  Reporting  For  Some  Emptoyees  and  City  Vendors 
The  Internal  Revenue  Service  (IRS)  provides  guidance  to  businesses,  including  government  agencies,  about  whether 
workers  are  employees  or  independent  contractors.  The  IRS  asked  the  City  to  determine  whether  all  payments  to 
employees  are  properly  reported  to  the  taxing  authorities.  CSA  acted  on  this  IRS  request  as  part  of  a  larger  citywide 
payroll  audit  effort. 


Highlights: 

•  There  is  no  City  department  that  takes  responsibility  to  monitor  that 
all  payments  to  employees  and  vendors  are  properly  reported  to  the 
IRS: 

o    Some  employees  receive  vendor  payments  that  should  actually 

be  part  of  taxable  employment  compensation, 
o    The  accounting  mechanism  for  identifying  vendor  payments  that 

should  be  reported  to  the  IRS  is  not  always  properly  used, 
o    City  departments  make  payments  to  vendors  without  complying 

with  IRS  requirements. 


Examples  of  payments  not 
properly  reported  as  taxable: 

•  Claims  and  judgments  of  at  least 
$565,000  by  the  City  Attorney's 
Office  and  $460,000  by  the 
Municipal  Transportation  Authority. 

•  Litigation  expense  services  of 
approximately  $527,200  by  the 
Public  Defender's  Office. 


Recommendations: 

•    The  report  includes  16  recommendations  that  specifically  address  the  need  for  the  City  to: 

o  Pay  employees  for  all  employment  services  and  fringe  benefits  only  through  the  City's  payroll  system. 

o  Comply  with  its  Administrative  Code  when  purchasing  professional  services. 

o  Establish  systems  of  approval  by  Civil  Service  and  others  before  contracting  with  employees. 

o  Modify  accounting  system  to  ensure  that  all  payments  reportable  to  the  IRS  are  properly  identified. 
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APPENDIX  A: 
CHARTER  AND  MISSION  OF  THE  CITY  SERVICES  AUDITOR 


CHARTER 

The  City  and  County  of  San  Francisco  (City),  through  the  City  Charter  and  Administrative  Code,  has  established  an 
audit  office  and  a  services  audit  unit  within  the  Controller's  Office.  According  to  the  City  Charter,  Section  3.105,  and 
Administrative  Code,  Section  2.92,  the  City  Services  Auditor,  on  behalf  of  the  City  Controller,  is  required  to  audit  the 
accounts  of  all  boards,  commissions,  officers,  and  employees  of  the  City  charged  in  any  manner  with  the  custody, 
collection,  or  disbursement  of  funds,  including  all  accounts  of  money  received  by  the  Office  of  the  Treasurer  and 
Tax  Collector.  The  City  Services  Auditor  is  further  charged  to  evaluate  the  effectiveness  and  efficiency  of  the 
operations  of  all  boards,  commissions,  offices,  and  departments.  To  carry  out  its  duties,  the  City  Services  Auditor 
shall  have  access  to,  and  authority  to  examine  all  documents,  records,  books,  and  other  property  of  any  board, 
commission,  officer,  or  department.  Further,  when  requested,  the  City  Services  Auditor  shall  audit  the  accounts  of 
an  officer  or  department. 

MISSION 

The  City  Services  Auditor  is  responsible  for  providing  independent  audits  and  reviews  within  the  City  as  a  service  to 
the  citizens  of  San  Francisco  as  well  as  to  the  City's  boards,  commissions,  and  departments.  The  City  Services 
Auditor  evaluates  systems  of  internal  controls  over  City  finances  and  operations  to  assure  assets  are  protected  and 
managed  in  accordance  with  all  requirements  stipulated  in  the  Charter,  Administrative  Code,  ordinances,  policy 
statements,  and  accepted  business  practices.  The  City  Services  Auditor  also  provides  recommendations  to  help 
management  maximize  the  use  of  resources  and  provide  adequate  service  levels.  The  City  Services  Auditor  reports 
the  findings  of  its  reviews  to  the  Mayor,  Board  of  Supervisors,  Civil  Grand  Jury,  the  appropriate  commissions,  and 
department  management.  The  City  Services  Auditor  accomplishes  its  mission  through  financial,  performance, 
investigative,  and  concession  audits  and  through  analysis,  performance  measurement  and  technical  assistance  to 
City  departments  and  other  agencies. 
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APPENDIX  B: 
FY  2007-08  CITY  PERFORMANCE  AND  AUDIT  REPORTS 


Title  of  Report 

Date 
Issued 

Major  Recommendations 

Department  of  Public  Health:  Fiscal  and 
Compliance  Monitoring  of  Selected 
Community-based  Organizations  for  Fiscal 
Years  2005-06  and  2006-07 

07/11/2007 

This  report  summarizes  the  results  from  the 
fiscal  and  compliance  monitoring  of  14 
community-based  organizations  that  received 
funds  from  the  Department  of  Public  Health  in 
fiscal  years  2005-06  and  2006-07.  For  each  of 
the  organizations  reviewed,  this  report  identifies 
areas  of  weakness  and  makes 
recommendations  to  improve  or  correct  the 
situation. 

Public  Utilities  Commission:  Analysis  of  Risk- 
Financing  Practices  and  Alternatives  for 
Water  System  Improvement  Program  (WSIP) 

09/14/2007 

This  report  concludes  that  PUC  WSIP  is  unlikely 
to  benefit  from  an  owner-controlled  insurance 
program,  primarily  because  of  the  nature  of  the 
program  and  the  effect  of  the  current  low 
workers  compensation  rates  on  insurance  costs. 
The  report  recommends  that  the  WSIP  utilize  a 
traditional  insurance  program  for  most  projects, 
and  consider  a  contractor-controlled  insurance 
program  for  a  limited  number  of  projects. 

San  Francisco  Public  Library  and  Department 
of  Public  Works:  Strengthened  Program 
Management  Required  for  Branch  Library 
Improvement  Program  to  Avoid  Future  Budget 
Increases 

09/17/2007 

See  page  9 

First  5  San  Francisco  (Children  and  Families 
Commission):  Financial  Statements  Audit  July 
1,  2006,  Through  June  30,  2007 

09/28/2007 

The  financial  statements  of  First  5  San 
Francisco  present  fairly,  in  all  material  respects, 
the  financial  position  of  the  Commission  for  the 
audit  period  and  the  results  of  its  operations  in 
conformity  with  generally  accepted  accounting 
principles.  Additionally,  the  Commission 
complied  with  the  laws  and  regulations  of  the 
California  Children  and  Families  Act. 

Parks  Streets  and  Sidewalk  Maintenance 
Annual  Report  FY  2006-07 

10/25/2007 

See  page  6 

Office  of  the  Controller:  City  Services  Auditor 
Annual  Report  FY  06  -  07 

11/01/2007 

This  report  summarizes  the  work  performed  in 
the  division  during  FY  2006-07.  Highlights 
include  park  and  street  inspection  expansion, 
city  survey  data,  and  bus  route  automatic 
passenger  counter  information. 

Perspectives  on  Foot  Patrols:  Lessons 
Learned  from  Foot  Patrol  Programs:  Interim 
Report 

11/19/2007 

See  page  5 

SFPD  District  Station  Boundary  Assessment 

11/27/2007 

See  page  5 

Controller's  City  Services  Auditor  FY  2007-08  Annual  Report 


B-1 


Title  of  Report 

Date 
Issued 

Major  Recommendations 

Market  Assessment  and  Benchmarking 
Project  for  the  Department  of  Public  Health 

12/12/2007 

This  report  summarizes  the  healthcare 
environment  in  the  City,  projects  demand  for 

healthcare  services,  and  examines  DPH's  role 
in  providing  direct  healthcare.  The  city's 
population  is  aging  and  the  racial  and  ethnic 
profile  is  changing,  which  will  impact  demand  for 
healthcare  services.  There  will  be  a  24  percent 
shortage  in  hospital  acute  beds  by  2030  and 
there  is  a  strong  need  to  develop  more  out- 
patient, community-based  care. 

Fare  Free  Muni  system  Feasibility  Analysis 

01/29/2008 

See  page  4 

Port  of  San  Francisco:  Purchasing  and 
Inventory  Controls  Needed  to  Prevent  Waste 
and  Fraud 

03/06/2008 

See  page  10 

Survey  of  San  Francisco  Park  Users  Spring 
2007 

03/31/2008 

This  report  characterizes  San  Francisco  City 
park  users,  highlights  park  usage  patterns,  and 
rates  park  usage  experiences.  Eighty-six 
percent  of  survey  respondents  rated  their 
experience  as  excellent  or  good,  and  roughly  30 
percent  thought  restroom  conditions  and 
availability  should  be  improved.  Most  people 
reported  visiting  a  park  at  least  once  per  week 
to  relax,  visit  a  playground,  or  to  walk  or  jog. 

SFPD  Foot  Patrol  Evaluation 

04/08/2008 

See  page  5 

Mayor's  Office  of  Housing:  Follow-up  of  2006 
Management  Letter  Loan  Monitoring 

04/08/2008 

Regarding  its  loan  database  and  annual  loan 
monitoring  process,  the  MOH  should  establish 
procedures  to  monitor  and  document  monitoring 
of  loan  compliance,  and  should  update  the  loan 
database  to  include  the  actual  obligated  entity, 
the  actual  balance  due  on  each  outstanding 
loan,  and  monitoring  information. 

The  Community  Justice  Center:  Assessment 
of  the  Proposed  Center 

04/24/2008 

In  order  to  meet  challenges,  the  CJC  must 
convene  a  working  group  to  develop 
procedures,  engage  all  relevant  city 
departments  in  the  planning  process,  focus  on 
interconnectivity  between  courts,  consider 
outside  funding  sources,  and  determine  how  to 
measure  community  opinion. 

Human  Services  Agency:  Care  Not  Cash  is 
Achieving  Its  Goals 

04/30/2008 

See  page  9 
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Title  of  Report 


Date 

Issued  Major  Recommendations 


City  and  County  of  San  Francisco:  Faulty 
Payment  Controls  Prevent  Accurate  Tax 
Reporting  For  Some  Employees  and  City 
Vendors 


05/01/2008    The  City  should  compensate  employees 

through  the  City's  payroll  system,  comply  with 
its  Administrative  Code  when  purchasing 
professional  services,  amend  Civil  Service  rules 
to  require  that  all  contracts  with  employees  be 
approved  by  the  employee's  appointing  officer 
and  the  human  resources  director,  and  modify 
its  accounting  system  to  ensure  that  all  vendor 
payments  reportable  to  the  IRS  are  properly 
identified. 


SFPD:  District  Station  Boundaries  Analysis       05/1 3/2008    See  page  5 


Healthy  San  Francisco  Implementation  05/23/2008    This  report  projects  demands  for  health  services 

Support  Project  Final  Report  under  Healthy  San  Francisco,  analyzes  DPH's 

capacity  to  take  on  new  patients,  models  the 
impact  of  changes  in  fees,  and  analyzes  a  'one- 
stop'  web-based  eligibility  and  enrollment 
system. 


Memorandum:  Performance  Measures  for  06/1 
Community  Safety  Cameras  and  ShotSpotter 
Locations 


The  City  should  develop  performance  measures 
using  the  results  of  evaluations  that  are 
currently  underway.  Performance  data  on  the 
outcomes  attributed  to  the  cameras  or 
ShotSpotter  should  be  rigorously  reviewed  to 
validate  assertions  that  either  system  was 
pivotally  responsible. 


Department  of  Public  Health  Revenue  06/16/2008    Following  a  revenue  analysis,  DPH 

Maximization  Report  implemented  nine  key  recommendations  which 

will  provide  DPH  with  an  annual  revenue 
enhancement  of  $9.7  million  and  produce  a 
one-time  revenue  gain  of  $10.7  million. 


Performance  Efficiency  Review:  Department  06/20/2008  See  page  3 
of  Public  Health 


Board  of  Supervisors:  Board  of  Supervisors:  06/30/2008    This  report  presents  the  status  of  the 

Status  of  the  Implementation  of  the  implementation  of  the  recommendations  made 

Recommendations  of  the  San  Francisco  Civil  by  the  San  Francisco  civil  grand  juries  for  fiscal 

Grand  Juries  for  Fiscal  Years  2003-04,  2004-  years  2003-04,  2004-05,  2005-06,  and  2006-07. 
05,  2005-06,  and  2006-07 


Department  of  Public  Health:  The  Nonprofit       06/30/2008    See  page  10 
Organization  Baker  Places,  Inc,  and  DPH 
Need  to  Improve  Contract  Invoicing  Practices 
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Political  Activity  Reviews 


The  prohibition  on  the  use  of  city  funds  for  political  activity  became  part  of  the  San  Francisco  Administrative 
Code  (Administrative  Code)  after  voters  in  the  City  and  County  of  San  Francisco  (City)  passed  Proposition  Q 
on  November  5,  2002.  Each  fiscal  year,  to  ensure  compliance  with  this  prohibition,  the  Administrative  Code 
requires  the  Office  of  the  Controller  (Controller)  to  audit  at  least  10  persons  or  entities  that  enter  contracts, 
grants,  or  loan  agreements  with  the  City. 

>    Based  on  our  audits,  neither  of  the  following  entities  used  city  funds  for  political  activities: 


Title  of  Report 

Date  Issued 

Board  of  Supervisors:  The  Family  School  Did  Not  Use  City  Funds  For  Political 

07/07/2007 

Purposes 

Board  of  Supervisors:  North  Town  Environmental,  Inc.  Did  Not  Use  City  Funds  For 

10/10/2007 

Political  Purposes 

Statement  of  Cash  and  Investments:  Office  of  the  Treasurer  and  Tax  Collector 


The  Statement  of  Cash  and  Investments  presents  the  total  cash  and  investments  under  the  control  and 
accountability  of  the  Treasurer  of  the  City. 

>  Based  on  our  reviews,  we  are  not  aware  of  any  material  modifications  that  should  be  made  to  the 
following  Statements  of  Cash  and  Investments  in  order  for  them  to  be  in  conformity  with  generally 
accepted  accounting  principles. 


Title  of  Report  Date  Issued 


Office  of  the  Treasurer  and  Tax  Collector:  Review  of  the  Statement  of  Cash  & 

02/06/08 

Investments  as  of  March  31 ,  2007 

Office  of  the  Treasurer  and  Tax  Collector:  Review  of  the  Statement  of  Cash  & 

04/03/08 

Investments  as  of  September  30,  2007 

Office  of  the  Treasurer  and  Tax  Collector:  Review  of  the  Statement  of  Cash  and 

06/30/08 

Investments  as  of  December  31 ,  2007 
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CONCESSION  AND  AIRLINE  REVIEWS  AND  AUDITS 


Reporting  Period  Fees  Paid           Fees  due 

Airport  Commission  Date 

Tenant                 Issued         From            To  TFronr\         To  , 

rrom            10  Tenant  Tenant 


American  Eagle  Airlines,  Inc.      06/17/2008     07/01/2004      06/30/2007         $713,152  $949 


Luna  Azul  Corporation  dba 
Jalapeno  Mexican  Grill 

06/1 6/2008 

03/1 5/2005 

12/31/2007 

$161,832 

Hertz  Corporation 

06/13/2008 

12/30/2002 

12/29/2005 

$22,750,036 

$1,479,829 

H.  Young  Enterprises,  Inc. 
dba  Just  Desserts 

04/24/2008 

03/15/2005 

12/31/2006 

$426,181 

SFO  Equities,  LLC,  dba 
Burger  King 

01/31/2008 

09/01/2004 

07/31/2007 

$495,482 

$43,416 

Air  New  Zealand  Limited 

01/29/2008 

06/30/2004 

06/30/2007 

$1,314,351 

D  Lew  Enterprises,  LLC  dba 
II  Fornaio  Caffe  del  Mondo 

10/30/2007 

07/01/2002 

06/30/2005 

$225,018 

$2,739 

Lady  Luck  Gourmet,  LLC 

07/12/2007 

09/01/2004 

12/31/2006 

$339,556 

$51,114 
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